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This Bulletin in Brief- 


The term “land bank” has recently entered the popular 
vocabulary — in newspaper editorials, journal articles, and 
political speeches. What is land banking? Why might it be 
needed? What are its advantages and disadvantages? And 
what problems must be dealt with by land banking 
policy-makers? This issue of Civic Affairs is devoted to 
discussing these questions. 


The study is concerned with public land banking for 
urban development, i.e., large-scale assembly of land by the 
public sector in advance of urban development. The basic 
idea, according to its advocates, is that land can be bought 
relatively cheaply by the public sector before prices have 
been inflated by urbanization and speculation. It can be 
purchased before land use patterns have already been set 
and can be planned and developed with the maximum 
possible assurance that the ultimate development will be 
“in the public interest’’. 


Urbanization in areas like southern Ontario has been 
accompanied by many problems, several of which stem 
from the relative scarcity of urban land and from the roles 
generally adopted by the private and public sectors in the 
land development process. This study documents some of 
the shortcomings of the present urban land development 
process and suggests that public land banking could be used 
effectively in Ontario to alleviate some of these problems. 


The arguments in favour of public urban land banking 
are presented under three broad headings: planning, land 
and housing costs, and social equity. Foreign and domestic 
examples of public land banks illustrate the discussion 
throughout. The philosophical and practical objections to 
land banking are discussed. 


Finally, some of the major operational problems to be 
dealt with by policy-makers in Ontario are broadly out- 
lined. Among these are policy goals, administrative struc- 


ar financing principles, pricing schemes, and disposal 
policies, 











Land Banking: 


Investment 
in The Future 


Managing urban development so that it benefits the greatest number . ong - 
one of the major issues of the 1970's. Severat recent Bureau publications oe ealt 
with aspects of this problem — most notably, Bureau reports on providing nog Tae ae 
space, on restructuring local government to provide better services. and on building 
new communities in southern Ontario. This report deals with another critical aspect of 
urban development. land. Obviously. all development occupies land; SOREN: the 
Management and disposition of land rs a key factor of urban and regional growth. 


lronieally, m this land-nch country. land is becoming one of the scarcest urban 
resources im Canada. It has been well documented that urban areas are growing faster 
than non-urban areas. and that larger urban areas are growing faster than small urban 
centres.! Rather than spreading out across the immense Canadian landscape. the urban 
population iy tending to concentrate in relatively small areas. As a result, in many areas 
there is intense demand and competition for urban land. This has led to escalating land 
prices and, coupled with the traditional attitudes toward land development (discussed 
i greater detail below), to increasing pressures on present urban plans and planning 
lechunques. 


Our research m Part Hoof this Report /Urban Canada: Problems and 
Prospects} otters an explanation for this failure to deal effectively with urban 
problems. We have found that thei interdependence results largely from the 
fuct that they are generated by the process of urbanization itself. The growth 
Of large cities leads to competing demands for the common feature vf all 
cities, scarce urban space, driving core prices upward and households 
outward. Transportation, pollution, and poverty problems flow from this 
Contained within the process of urbanization, then, are the seeds of the 
majornty of the problems found in the city. 


The economic, social and planning consequences of scarce urban land have been 
discussed by a wide varicty of wecban authorities. We only highlight the major ones 
here As the passage from the Lithwick reports points out, the demand and 
competition for scatce urban space leads to escalating urban land prices. Escalating 
land prices, in turn, lead to escalating housing costs. As the Task Force on Housing and 
Urban Development pomted out in 1968: 


' ‘Leroy O Stone. Urban Development in Canada (Ottawa Dominion Bureau of Statistics. 
1968), and Canade Yearbook 197071 (Ottawa Dominwn Bureau of Statistics, 1971), pp 
2217 

2 NH Lithwouk, Urhen Canada Problems and Prospects (Ottawa Central Mortgage and 
Houwang Corporation, 1970). p 1S Burcau emphaus » added 
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If the cost of mortgage money has been the largest single factor in risin 
housing costs, there is no question that the cost of land has been the secon 
most important factor. While over-all housing costs in Canada rose by about 
80 per cent between 1951 and 1968, the price of serviced land sky-rocketed 
by almost 240 per cent in the same period. In areas hke Metropolitan 
Toronto, where land in many cases accounts for up to 50% of the overall 
price of a house, it has become the number one problem.* 


An Urban Development Institute (UDI) report on the Toronto land market states 
that rising housing costs mean that a larger and larger segment of the urban population 
will find it increasingly difficult, if not impossible to afford to purchase its own 
housing. 


Escalating land costs also lead to escalating costs for such névessary public services 
as transportation, recreation, and education ~ all of which “consume” large chunks of 
land. A large part of the increased costs is, of course. reflected in tax increases. 


In addition to raising over-all costs of public services, increased land costs may 
reduce planning and development options. For example. a particular transportation 
route may be chosen not because it is the best route. but because it is the cheapest 
one; yet it may be less efficient froma transportation point of view and it may have 
unfortunate side effects. Rising, ig## gosts may even eliminate the provision of some 
services altogether, for examplz. 4 #eblic recreation area may not be purchased and 
developed simply because it is (Qe ee pensive. 

Beyond this, the mere scarcity of urban land itself — apart from the increased land 
costs — may not only reduce the planning and development options (tor example. the 
optimum site for a school, or a park, or family housing. or an expressway. may already 
be used for another purpose): it may also effectively prevent the provision ot a service 
because no appropriate site 1s available. 


If these problems occur generally on a national scale they are particularly severe in 
Ontario — the most heavily urbanized province in the country (with 804°) of 3#4 ESbb 
population being classified as “urban”, compared to the national average at 724." 5 
and most particularly in the highly and rapidly urbanizing southern part of Ontarians. 
The following are some of the major problems which are directly related to urban land 
in that area. Land costs have skyrocketed. Land costs for new National Housing Act 
(NHA) financed, single-detached dwellings in Toronto increased by 27° between 1969 
and 1971°. and steady and projected increases in land costs are being expenenced in 
other Ontario cities, including Kingston, Kitchener, London, Oshawa and Ottawa.” 


Housing costs are high, with land becoming an increasingly important item in the 
total cost of housing. For example, of all Canadian Metropolitan sreas, Toronto has 
the highest average cost for new, single-detached dwellings tinanced under the NHA 
$32,567 m Toronto (1971), compared with a national metropolitan ates average of 
$23,569." Land costs for these houses in Torunto average $12,294 of 34) of the total 


3 Report of the Federal Task Force on Howung ond Urban I : n 

Pontes, 14054 6 33 ng Development (Ottawa Queen's 
Urban Development Institute Ontanw. York Region Commitice. Aricf on “Design for 
Development” to the Regional Munk ipality of York (Totontu, 1972). Pp H i 
$ Canada Yearbook 1970-71 op ct. p22 


Computed trom Central Mortgage and Hou Curportation. Houung Statins 1970 (Otlawa’ 

aie eortpape and aan ge oem 971), Table 86. p 71 and Central Mortgage and 
ouung Comoration, Mimsing Statutes 1971 (Ou c gage 

Corporation, 1972) Table 87, p 7) — a — 


Letters from regsonal offies of Central Mot igage and Houwung ( os poration 
Housing Statistus 1971, op «itt. Table 87.9 71 
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s . ~ec 5 ~? 
housing costs, compared with a national metropolitan average of $5.708 or -A%. And 
the land cost component in these houses in Toronto has increased from being 34°C of 
the total housing costs in 1969 to 38% in 1971."° 


There has been a growing gup berween housing purchase costs and ability to 
pav.'' According to an Urban Development Institute land market study of the 
Toronto region, “there has been a wider gap between the average family income and 
the minimum required family income for home purchase ... the average house cost 
has increased at a faster rate than the increases in wages . . 7" “ 


The rising cost of land has increased the cost of public services such as schools, 
parks and reads: and it has also meant that many areas of Toronto are inadequately 
served. For example. the Bureau bulletin. Urban Open Space: Luxury or Necessity? 
documented the lack of one of these services, parkland. in many parts of Toronto. 


Prime agricultural and recreational land has been prematurely converted to 
residential and other uses.'* 


Speculation in land has been rampant in a number of areas. 


At least 10,000 acres of Pickering Township is being held by speculators 
hoping that the rapid increase in land values in Metro is bound to spill over 
into Pickering. according to the township’s planning director . . .'* 


Speculation was one of the problems identified by the Toronto-Centred Region Plan 
(discussed below}.*® : 


Parts of the region are plagued by unstrnectured urban sprawl which leads to 
inefficient land use patterns. which result in high costs for inefficient servicing.’ ’ And 
giher parts of the region are undergoing extreme pressures to convert low-rise 
residentiat areas nito high-rise ones. This can be disruptive and is not necessarily — 
from social, ecomermic and regional perspectives — the best form of development to 
encourage.’ * 


The TorontoCentred Region Plan was drawn up by the Province in an effort to 
direct and co-ordinate the future development of the region stretching from Hamilton 
io Cobourg and from the lakeshore to north of Lake Simcoe. It was a response to the 


x — 


* Computed from /é4id. 

i) “Computed from Housing Statistics 1970, op. cit, Table 86, p. 71 and Housing Statistics [97!, 
op cit., Table 87, p. 71. 

')) The Government of Ontano, Design for Development’ The Toronto-Centred Region 
(Toronto: The Queen's Printer and Publisher, May 5, 1970), p. 12. 

12) Urban Development Institute Ontario, York Region Brief, op cit., p. 14. This idea is 
corroborated by A. Derkowski, “The Toronto Housing Market in the Sixties”, Real Estate 
Jmstitute af Canada Journal (November, 1971), p. 4. “Its obvious that these house prices 
have nscn not only in absolute terms bul in relation to wages.” 


Bureau of Municipal Research, Urban Open Space Luxury or Necessity? (Toronto: Spring, 
V7 pp. 7-1e. 


14 The Toronto Centred Region, op. ct. p. 2, 12. G. Wo R. Bryant, “Land Speculation: Its 
Pifects and Control”, PAN (Volume 5, Number 3, 1965), po 111. 

"S Though Windsor, “Pakering Its fate and ots land prices ure in the air", The Globe and Mail 
(loronte, December 10, L971) p. 30. 

iis 


The Jorente Centred Reson, ap cit, p. 2. 
7 Jhad pp 3,4. 
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accumulation of problems resulting from rapid population growth accompanied by 
rapid urbanization and to projections of even more extensive urbanization. The Plan 
summarizes the past trends: increasing concentration of growth in and to the west of 
Metropolitan Toronto; western suburbanization, with some unstructured sprawl and 
premature removal of land from agricultural and recreational uses for purposes of 
low-density residential use and speculation; intensified high-rise development close to 
the core; slow growth in the north and east, and extensive development of summer 
residences in surrounding recreational areas. 


As for the future, the population of the region is expected to more than double in 
the next 30 years — from 3.6 million in 1966 to about 8 million in the year 2,000.°” 
In spatial terms, this means that in the main urbanizing region (Zone I, along the 
lakeshore from Hamilton to Oshawa), something like 250 to 430 square miles of land 
will be converted to urban uses.?° An urban area equal to between one and two new 
Metro Torontos will be created in 30 years! As the Plan indicates, this daunting 
prospect demands greater public responsibility for and intervention in regional 
development. 


What kind of intervention is possible and desirable? As we show in the following 
section on the Canadian development framework, the statement of a regional plan is 
admirable, but not enough. Other actions are necessary. Many urban authorities faced 
with the problems associated with urbanization and scarce urban land, have advocated 
large-scale public land banking — that is, large-scale land assembly by the public sector 
in advance of development. The basic idea is that land can be bought relatively cheaply 
by the public sector before prices have been inflated by urbanization (with its demand 
for urban land} or by speculation. Land can be purchased before land use patterns 
have been set by decisions already taken by private developers and can be planned and 
developed with the maximum possible assurance that the ultimate development will be 
“in the public interest”. In addition, public land banking provides a way for the public 
sector to reap the benefits which result from public investment in services (such as 
water and transportation). At present, most of these benefits are reaped by private 
land owners. As we shall see, a variety of land banking schemes are possible. For 
example, the land can be assembled by the municipal, regional, provincial or federal 
government; it can be assembled and managed by a government department or a crown 
eerporation; it can be leased by the public sector to builders and/or individuals, or it 
gan be sold; it can be sold at market value, below market value but above cost, or it 
can be sold at cost; and so on. 


Support for large-scale public land acquisition and land banking in one form or 


_anether has come from many quarters — federal and provincial task forces on a varicty 


GF problems, government policy statements; and individual planners and urbanologists. 
tere is a sampling of Canadian support. 


The Special Committee on Farm Income in Ontario (1969) recommended 
increased public acquisition of land to be rented to farmers for agricultural purposes: 


Pies a, 


1? The Toronto-Centred Region projections are much lower than the Lithwick projection of 6 to 
6-1/2 million population in Toronto alone by the year 2000. 

The spatial estimates are based on a population increase in Zone | of 3 million (from about 
2.7 to 5.7 million) and a gross development density of 7,000 — 12,000 people per square mile 
(a density estimate obtained from a TCR analyst). Lithwick's residential land projection tor 
Toronto was much higher: a population of 6 million in Toronto, meaning between 400 and 
650 square miles of residential land would be added to Toronto's area alone in the next 30 
years. Lithwick, Urban Canada, op. cit., p. 1S6. 
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If the A.R.D.A. (Atlantic Region Development Act) programme is not 
extended to meet these requirements, the provincial government should 
establish an Ontario Land Corporation on a cost-sharing basis with the 
Federal Government. Most of the land purchasing programmes of the Ontario 
Government could be centralized under this Corporation. . . 


Land purchased should be leased to qualified farmers under long term leasing 
arrangements... 
(1)t could exchange land with farmers to meet their needs . . . 


The Corporation would also purchase land which may eventually be 
transferred to non-farm uses. It could ensure that such land is made available 
lo farmers in the meantime under adequate leasing terms until the time is 
reached for transferring the land to a different use. This policy would operate 
within the framework of long term land use plans .. .?! 


The Hellyer Task Force on Housing and Urban Development (1969) was 


favourably impressed by land banking results in Saskatoon and recommended 
lederally-supported municipal land banking to lower land (and housing) costs and to 
improve urban planning. 


Important as efforts to curb land speculation may be, the Task Force believes 
the root cause of rising land costs goes much deeper. To put it simply, it 
believes that the present system for assembling and servicing land in much of 
urban Canada is irrational in concept and inefficient in practice . . . 


On the basis of all the evidence and impressions before it, the Task Force 
believes that municipal assembly and servicing of land would produce major 
reductions in land costs in both the short and long-term while encouraging 
und assisting effective urban planning. Therefore, in summary, the Task Force 
recommends that: 
Municipalities or regional governments, as a matter of continuing 
policy, should acquire, service and sell all or a substantial portion of 


The Dennis Report on Low-Income Housing analyzed tederal programy and 
recommended large scale public land banking to lower land costs, to ensure the 


availability of sites for low-income housing and to facilitate urban planning’ 


A key problem will be assuring an adequate supply of suitable land tor a 
social housing program. We noted above that most of the land im the 
immediate path of development is held by speculative builder developers und 
that the land provided under the existing programs has been marginal, 


To deal with that situation and with rapidly increasing land prices, a large 
scale land banking program is recommended. It would entail the aequistion of 
a sufficient supply of land to meet all urban residential requirements for a ten 
year period, although the land would be marketed over a longer period of 
time (at least twenty years). The public land banks would market from one 
quarter to one half of the land required in any given year and thereby set the 
pricing pattern. They would be in a position in any given year to Hood the 
market and depress prices. 

Land aquisition would occur both in the centre city and in developmg 
suburbs, although most of the land would be suburban. Use could be made of 
existing governmental holdings. 


The program would be combined with changes in the tax system. removing 
hidden subsidies for land development and imposing heavier taxes on land 
development profits and thereby reducing speculative pressures and returning 
to the public domain profits resulting solely from the process of urbanization, 


The land banks could also provide the sites needed for social housing projects. 
Large scale public planning of new neighbourhoods, integrated housing for 
various income levels and other mixed uses would be facilitated. Mumicipal- 
ities would have to plan for future housing needs, rather than merely react to 
developer proposals.** 


Under the National Housing Act, the federal government has provided assistance 
to provincial governments for land assembly for housing. Minister of State for Urban 
Affairs, the Hon. R. Basford, explained the expansions (and limitations) of the 


the land required for urban growth within their boundaries. 
Phe federal government should make direct loans to municipalities 





or regional governments to assist them in assembling and Servicing 
land for urban growth.?? 


The Lithwick Report advocated the development of new satellite communities 


linked to major metropolitan areas by high speed transportation. Lithwick identified 
pubhe land acquistion and ownership as one advantage of this “preferred urban future 


policy option”, 


The advantage of the new community ts that the pubhe sector can own the 
lund. bven sold ut market value, it will be lower in price than land in the 
metropolitan area. Increments in price can be used as an important highly 
clastic source of public revenue ... In other words. the new ipwn can 
minmuze the costs, while access to the metripeatiz 






seiun area can maximize 
ver time.?? 


proposed 1972 NHA amendments to the land assembly programs: 


Under the National Housing Act, the federal government provides assistance 
for land assembly programs for housing purposes through jomt projects with 
the provinces and through low cost loans. 


With the cost of land, particularly in urban areas a mayor and growing Lactor 
in the overall cost of housing. government development of serviced land tor 
housing limiting the excess profits that often occur trom land held 
privately for speculative reasons is a matter of high priority. 


The proposals contamed in the 1972 National Housing Act are desined to 
strengthen and continue public activity im land assembly tor heousiny and 
related uses. They are tramed to provide a basis for longer tenm provinenal and 
mumcipal planning, and to enable lund assembly programs to become ai 





benelits. the net clfect ts an approach to optinsagis 





mistrument for new community development 


31 Kenta) Comuniioe on arm ' - - The principal purpose of the proposals is to provide serviced Lind tor housny 
ype wow 4 meome in tar, ] rhate . nae . : . ; 
thn, p $9 The Province of Saskatchewan broughs forth a bal the cannentence, {Tutonto, —_e —— saitaladeeieaidicioiaiacriaimaiiih _— 


would create a prow tal land bank of age ultural land which would be leased tu farmers 


a2 Report of the Federal Task borce on Housing and Urha : 
id Dey dc . * . 
2) puthwak, Urban Canade. op ait 1p 63, See shop. 231 eropment, op. ci, pp. 39, 43 24 codon af pentane gg ees gy ng pee hofa Poluy low Income Monae mi 
t . - a! « 
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Program will be available for the acquisition of land for public, commercial or 
industrial use, except where it forms an integral part of a residential 
community,? * 


These proposed 1972 amendments were not passed because of the intervention of the 
national election, On January 30, 1972, the Hon. Ron Baserd introduced new, 1973 
amendments to the National Housing Act. In discussiryg ¢ amendments, the 
minister reiterated the importance that the federal government p ces on dealing with 
rising land prices and availability of serviced land for future development and on 
developing, in consultation with other levels of government, a comprehensive land 
policy. ® The 1973 amendments include several changes in land assembly policy. The 
major Ones are the addition of a new communities program; extension of the land 
assembly program, and aspects of the neighbourhood improvement program. Under 
the New Communities section, the federal government is authorized to participate in 
joint new community projects and to share up to 75% of the cost (and ultimate profits 
















or losses) of acquiring, planning, and servicing the site. The federal government is also 


authorized to make loans to the provinces (or their designated agencies) of up to 90% 
of the cost of acquiring, planning and servicing the sites of new communities. (50% of 
the loan used for planning or acquiring land for community social facilities may be 
forgiven.) In both cases, the province must have an overall plan for urban growth. The 
amendments would authorize the expenditure of up to one hundred million dollars for 
federal pagtigipation in joint projects. (The minister has indicated a federal 


comuauiimedt of tive hundred million dollars over the next five years.) 


_-¥kie 4973 aviggadments would extend the land assembly program to enable CMHC 
lo po@ertake projects with the provinces which involve the acquisition and 
dévelopment «gf dad which is not solely for housing; and to enable CMHC to make 
foun: {6 @ preVince, municipality, or agency, to acquire and service land that is not 
Glely far housing purposes (with a term of 25 years; or SO years if the land is to be 
lsaseal fer fesitsing}. No funds are specifically designated in the legislation. 


Finally. it upwears that some money would be made available to municipalities 
Uirtitigh: agreements with the provinces, for the acquiring and clearing of land for open 
spite, arid anediim and low-density housing for individuals or families of low and 
miGerate wcomes:in designated neighbourhoods. Contributions of up to 50% of these 
costs are authorized and lesser contributions are authorized for purchases of land for 
other purposes within the designated neighbourhoods or land in other parts of the 
municipality. Loans are also authorized. 


In sum, it appears that the federal government is tying the bulk of its new land 
assembly provisions and funding into new community development. Existing 
municipalities will derive more limited benefits. The federal policy is careful to operate 
through the provinces and continues to see its role as primarily a banker’s one. The 
minister hus stated: , 


The provision of federal money alone, however, cannot resolve land problems 
in Canadian cities. The primary instruments to deal with these problems are 


28) National Housing Act Amendments 1972, Explanator : a Bi 
sage s  & y Notes on a Bill Introduced in the 
ga ommons by Hon. R. Basford, Minister of State for Urban Affairs (June 12, 1972), 
26 Hon. R. Basford, 1973 National Housing Act Amendments, E 
pero gs) the House of Commons, January 30, 1973, ss, Tes MONS OS Be 
2323,1973),” Communities (Ottawa: Federal-Provincial Conference on Housing, January 
emarks (Toronto. Annual Conference, Housi : —s 
Canada, Jnnsary 39.1973). p, 9th enc ousing and Urban Development Association of 
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provincial and municipal. They include the provincial/municipal powers of 
land use planning and regulation, provincial policies affecting the ability of 
municipalities to extend services to new residential land and to redevelop 
land, provincial policies on regional planning, regional development and 
regional government, municipal property tax systems, and the provincial 
power to regulate commerce in Jand. I believe all provinces recognize the need 
to bring these policy instruments into sharper focus on the problem of 


providing sufficient land at reasonable prices. 


The amendments are still proposed ones.{ Historically, it should be noted, 
ho 


ver, that the NHA has had provisions for lad assembly since 1949. But, as the 


Dennis Report points out, over the last 20 years funds for land assembly purposes 
amounted to less than 2% of the amount lent for housing under the NHA, and the 


program has not been used to control housing prices, and has even had the effect of 
supporting them.?® Between 1950 and 1970 only about 25,000 acres (less than 37% of 
the total urban growth in that period) was assembled under the land assembly 
provisions of the NHA — and much of this was assembled in the 1950's. 


The Government of Ontario has expressed interest in multi-purpose, urban land 
banking. On presenting the 1971 Ontario Budget, Honourable W. Darcy McKeough, 


provincial treasurer, noted: 


Ontario Land Acquistion Corporation. \n this budget, I have set aside $20 
million for a new land bank program by the Province. This will be the initial 
funding of the new Ontario Land Acquistion Corporation. Its purpose will be 
to acquire land for future public use, particularly in and around urban centres 
and recreation areas. With such a land bank program, the Province will be in a 
better position to implement its policies in the areas of regional development, 
urban development, recreation, transportation and communications and 
housing. The Corporation will also serve as a vehicle to co-ordinate land use 
planning and research as well as the land acquisition programs now 
undertaken in a number of departments. Over the years the Corporation will 
require greatly increased finances from the Province as it builds up a large 
land holding. We intend to set aside the maximum resources possible for this 
purpose and thereby preserve for future generations of Ontarians an adequate 
stock of public land in every part of the province.*® 


Unfortunately, the Ontario Land Acquisition Corporation never was set up, the $20 
million was not used on af urban land bank; in the 1972 Ontario Budget no money 
was specifically ear-fiutked for multi-purpose urban land banking, and no more 
detailed policy statements:on land banking have been issued. 

Land banking is, obviously, not a new idea in Canada. The crown reserves which 
were held back fronr township grants in the early years of the settlement of Upper 
Canada were apparently a form of land banking.”’ More recently, several Canadian 
cities, (including Saskatoon and Regina) have operated land banks for a number of 
years. The government of Ontario — like other provinces and the federal government — 





27 Basford, Land and New Communities, op. cit., p.7. 


28) =Dennis and Fish,op. cit., p. 13. 

29 William A. Hamilton, “Public Land Assembly in Canada” in Peter Spurr, Preliminary Land 
Study, Main Report (Ottawa: Policy Planning Division, Central Mortgage and Housing 
Corporation, 1971), pp. 22ff. 

30 Qntario Budget 1971, p. 221. 

31 Lillian F. Gates, Land Policies of Upper Canada (Toronto: University of Toronto Press, 
1968), pp.SIff and 160ff. 
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still holds vast tracts of land (much of it undeveloped) and. like many private 
businesses, it buys up land in advance of its own needs. The government also buys land 
ahead of actual development for public services such as highways. The government of 
Ontanwo. through the Ontario Housing Corporation. assembles and holds large tracts of 
land to be developed for low-income to moderate-income housing projects. For 
exumple. as of June. 1972, OHC held some 13.450 acres of land for its land 
development activities. And. more recently, the provincial government announced its 
intention to expropriate 25,000 acres of land in North Pickering for eventual 
development as a new town of 200.000 adjacent to the proposed second airport north 
east of Metro Toronto.*- 

But it iy obvious that public land assembly is still largely a fragmented activity — 
the Ministry of Transportation and Communications buys highway rights of ways; and 
the Ministry of Natural Resources buys parkland. OHC buys land for subsidized 
housing. and so on. The Pickering assembly. although its details have still not been 
made public. may become a model for further provincial activity in multi-purpose. 
urban land banking. or it may be an isolated event. No comprehensive statement has 
been made on an urban land banking policy. 

This Bulletin examines the idea of land banking, looks at its advantages and 
disadvantages. and analyzes some of the operational considerations that must be dealt 
with in a land banking policy. Before doing this, however. we must briefly outline the 
context of that policy — the existing Canadian Land Development Framework. 


THE CANADIAN LAND DEVELOPMENT FRAMEWORK 


The urbanization problems that were discussed earlier are aggravated by (many 
would argue. largely caused by) prevailing attitudes toward the respective roles of the 
private and public sectors in land ownership. land-use planning. and land development. 
Any revisions to the land and urban development process will have to take these 
attitudes into account. 


Our society is built upon private property. In considering changes in the laws 
and institutions involving land, this fact cannot be ignored .. . 


Those historical factors which encouraged land ownership in the past have 
contributed to many of our attitudes towards land ownership and contro] 
today. Many still believe that land and property ownership are important 
guarantees of individual freedom, and that ownership is something that 
should be pursued in itself, 


In the opinion of this Committee, the opposite is true in our modern 

society.? 
This Committee on Farm Income in Ontario went on to recommend fundamental 
changes in present farmland arrangements. In the Bureau’s opinion they were quite 
correct to recognize and underline the popular attitude towards the concept of 
“private property” before suggesting changes. The sanctity of private property has 
arisen from historical circumstances in which an individual’s status, wealth, and even 
polictical power derived from the ownership of land. In a very real sense an 
mdividual’s freedom did depend on the ownership of property. This, of course. is no 
longer the case for the majority of Canadians. Most Canadians no longer depend on the 


- ee 


$2) Buresu of Muaeipal Research. “Land Acquisition for the North Pickering Project” 
COMMENT # 138 (Toronto: October 22, 1972). & Project’ BMR 


33° Special Committee on Farm Income in Ontario, op. cit., pp. $2, 53. 
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land for their livelihood; they can vote?* and hold office whether or not they own 
land; and their status depends more on their jobs and education than on their 


landholdings. But the old attitudes persist. 


Many people have coupled the idea of the innate virtue of owning private 
property with an attitude that the owner should be allowed to do what he wants with 
the land, unfettered (to the greatest possible extent) by public regulations and control. 
As another Bureau report pointed out,** property should be regarded as a bundle of 
rights, with the owner of a piece of land or property owning only some of these rights. 
The State has always retained some rights and has attached many conditions to the 
ownership and development of land. Nevertheless, the popular conception 1s that 
private ownership means, or should mean, unencumbered ownership. This, of course, 
colours public policy and action by making government reluctant to interfere with 
land ownership or intervene in land development. 


Two attitudes closely associated with land ownership in Canada are (1) that the 
owner has a right to make a profit from his land*® and (2) that the supply of land ts 
unlimited. The first of these, the individual’s inherent right to make a profit from land, 
was sharply underlined in a recent controversy over expropriation of land for a new 
community adjacent to a second airport north of Toronto: 


a member of the POP [People or Planes] legal Committee, said yesterday it 
goes against everything that is Canadian to take away the landowner’s right to 
make his speculative profit only to give that benefit to others.?’ 


This attitude toward the right to speculative profit from land extends from the young 
couple buying an old farm beyond the urban fringes to large-scale land speculators 
wheeling and dealing in land trading: 


Best of all, the value of the land is increasing by 20 per cent each year, 
making it a good speculative investment . .. 


“We bought here because it’s a very progressive area and good for speculative 
buying,” Netta, who is 28, says. “We'll probably sell it eventually because of 
the value and move to a similar area.” ® 


The largest land holder is Runnymede Development Corporation, headed by 
Joseph Tanenbaum. Mr. Tanenbaum says his company owns 3,000 acres in 
Pickering ... 


“It doesn’t matter where you go, you make money on land,” Mr. Tanenbaum 
said. People are buying land at $8,000 an acre beside land he purchased eight 
years ago for $600. 


Mr. Tanenbaum has become one of Ontario’s largest farmers as he works his 
extensive holdings in Pickering, Scarborough, Etobicoke and Mississauga 
while waiting for them to become ripe for development.°” 





34 This does not extend to the right to vote on money by-laws. 

35 Bureau of Municipal Research, “Recreation Easements’ BMR COMMENT #129 (Toronto. 
October, 1971), p. 1. 

36 For further elaboration see G. W. R. Bryant, op. cit., pp. 109ff and Professor R. U. Ratcliff 
and Dr. S. W. Hamilton, Suburban Land Development (Union of British Columbia 
Municipalities, April 1972), pp. 3,4. 

37 The Globe and Mail, (Toronto, May 24, 1972). 

38 =The Globe and Mail, (Toronto, August 4, 1972). 

39 Hugh Windsor, op. cit., p. 31. 
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The consequences of this right to, and desire for, private profits have been severe in 
many areas. This attitude has been behind rampant speculation in some areas, und this 
speculation in turn has had an effect on land prices and land use. 

The second of these attitudes, that the supply of land is unlimited, probably 
derives trom the pioneer view of a vast, abundant, unexplored country, This view, as 
we pointed out earlier, is no longer realistic in an urban society facing urban land 
shortages. Nevertheless. it has given rise to the ideas that growth and development are 
good, and it has buttressed the attitude that development should be relatively 
uncontrolled by the public sector. 


What are, or have been some of the consequences of these attitudes toward land 
ownership and development in an urban society? Briefly, to a large extent urban 
development has been dependent on private initiative, oriented toward profit-making 
and unco-ordinated. 


Reliance on private initiative for urban development can have harmful effects. 
Some of these are pointed out by American new towns analyzer, James Clapp: 


(I)ocation is probably the most influential variable affecting the economic 
feasibility of a new town development .. . 


Furthermore, the site selection procedures which would operate under Title 
X [U.S. new towns legislation] raise serious implications as to the efficacy of 
the program as a device for guiding or directing metropolitan area growth. 
Title X provides no direct means by which the federal government or any 
other level of government can directly influence the supply of land for new 
development in desired locations. Since the legislation would in effect call for 
a continuation of site selection and acquisition procedures currently 
employed by unassisted developers, the primary criterion will continue to be 
the availability of sizeable parcels at prices which developers can meet rather 
than any determinations which may be made by the federal government or 
regional planning authorities as to the “best” or desirable locations for new 
Ltowns. 


In other words, leaving the initiative for new town development solely in the hands of 
private developers can make the implementation of public policies and plans 
impossible. Clapp, of course, was discussing the extreme private enterprise orientation 
of the American development process ~ and contrasting it in his book with the British 
situation, which vests initiative for new towns in the public sector. Canada probably 
rest. somewhere between the two. Canadian plans have more power than American 
plans, and in Canada upper levels of government are more willing to intervene in urban 
development and to impose policies on local governments. Nevertheless, official land 
use plans (both local plans and regional plans such as Ontario's TorontoCentred 
Region plan) can be formulated and given ministerial approval; but, without private 
decisions to develop in the designated locations (either in downtown redevelopment 
areas und high densitity core areas, or in regional growth centres), the Canadian plans 
will remain litthe more than picces of paper. Once the decision to develop is taken rhe 
plans and government regulations will affect the form of that development ‘But 
implementation still depends largely on private initiative. ) 


— Private land ownership and development — whether of housing, shops, transporta- 
lion or recreation is, Of course, profit-oriented. The scale of profit-making varies 


40 rt Clapp, New Towns and Urban Policy (New York: Dunellen Publishing Inc., 1971) p 
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tremendously, from the young couple hoping to make a few thousand dollars trom 
buying an old farm in the country, to the large-scale developer hoping to make many 
hundreds of thousands of dollars from a huge, multi-use, downtown development 
scheme. But real questions can be raised about whether this is a proper orientation for 
land development. Two major results of this profit-orientation are: hope for (and 
retention of) windfall profits, that leads to extensive land speculation m= areas of 
present or potential development demand: and land-use planning and development 
that is designed to maximize profits. 

As is pointed out repeatedly in the planning literature, many “windtall profits” 
accruing to individual land owners are the result not of private improvements, but of 
public ones — such as the building of a highway or subway with public funds — which 
raise the value of nearby properties. The public sector recaptures only a small 
percentage of the increased value through taxes. 

There seems to be some debate about whether speculators, (or “land traders”, if 
the term “speculators” is too value-laden) as a group make huge profits. and about 
what effect speculation (as opposed to demand for land) has on overall land values.*! 
But there seems little doubt that even the hope of making profits can have damaging 
effects on the development pattern of an area. For example, a large land owner, in the 
path of development, can decide to hold land off the market to await higher land 
values and (if the holdings are large enough) to artificially raise land values. This can 
lead to leap-frogging development (i.e., development occurring before and beyond this 
land), which disrupts the over-all development pattern. It can lead to inefficient, 
expensive servicing of land. And it can lead to increased land costs, with all of the 
effects cited earlier. 


Furthermore, although it is true that some speculators lose money on badly 
chosen land deals (i.e., speculating in areas where no demand for land materializes) and 
that some speculators may not make huge profits on each trade, it is obvious that in 
low-risk areas (areas, such as the Toronto region, where development will obviously 
Occur) or in areas where development has been channelled, speculators do in fact 
frequently make large profits. Even if each land trader makes only a 10% profit (which 
is often regarded as a “reasonable” profit), rapid turnover from one speculator making 


41 See G. W. R. Bryant, op. cit., Angus N. MacKay, “Land Speculation A Comment”, PLAN 


(Volume 6, Number 2, 1965), pp. 82-91: G. W. R. Bryant, “Reply to Mr. MacKay”, /bid, pp. 
91-94; and Suburban Land Development, op.cit. See also C. bk. Elias, Jr. and James Gilles, 
“Some Observations on the Role of Speculators and Speculation in Land Development”, 
UCLA Law Review, Vol. 12 (1964-65), pp. 789-799. They conclude that not only 1s land 
speculation not harmful, it is beneficial and should be actively encouraged. They argue that, 
under conditions of perfect information, speculation in land is similar to speculation in other 
commodities, like wheat, and has two major beneficial results: it smooths out extreme 
fluctuations in prices and, if demand is relatively inelastic, it lowers the over-all price of land. 
furthermore, they state, since speculative dealing favours large organizations over small ones. 
speculation encourages large land holding and, as a consequence. promotes orderly 
development. They acknowledge that this model of speculation works only under conditions 
of complete and equal information. They recommend, therefore, that the role of the public 
sector is to ensure that all speculators have equal access to information. 

Elias and Gilles acknowledge that land as u unique, rather than homogencous good 
(1.c., each piece of land has certain unique location features) and as a good in fixed supply 

is perhaps somewhat different from other commodities, but they dismiss these differences as 
relatively unimportant. Others do not dismiss these as readily. Furthermore. the land market 
— even ina relatively small area like Metro Toronto is much more complex than the market 
implied by Fhias and Gilles. The land market isin fact many land markets. Not only are there 
many actors with unequal amounts of information about servicing and development potential 
(as Elias and Gilles emphasize), there are also different actors in different markets Finally, 
land in both the United States and Canada is not an unregulated, tree commodity, but ts 
already subject to much regulation. Elias and Gilles do not deal with any impheations of this 
fact for their speculation model 


17 











10% to another would mean that the cumulative effect of these transactions could 
greatly and unreasonably increase land prices in a growth area. Examples of rapid land 
price increases abound — a 99 acre farm increasing from $78,750 in 1967 to a current 
estimated value of between $346,500 and $495,000: or land purchased for $600 an 
acre 8 years ago being sold for $8,000 an acre today. It is these speculative successes, 
not the losses. which should be of concern to urban planners and the average citizen 
alike. After all, it is obvious that urban development occurs in those areas where. in 
effect, the speculators have been successful. The losses may justify. in the eye of the 
investor, large profits taken elsewhere, but the negative effects on planning and 
development must also be recognized. 


Finally, and probably most importantly. the profit-orientation of private 
development (apart from the possible excesses of speculative dealing) may have 
serous, negative effects on land use planning and development. The most “economic” 
(os most “profitable”) use for a piece of land is not necessarily the most socially 
deurable use. Too often prime agricultural land has been prematurely taken out of 
farmang for speculative reasons*~ of converted into suburban sub-divisions: much- 
needed recreational land has been converted into shopping centres or houses or 
highways. low-cost. low-density residential areas have been “renewed” into high price. 
high-tise resadential areas:** and the housing unit mix of a large residential complex 
has been determined not by the housing needs of the over-all urban population but by 
the dactates of “the market™ ** The private market for housing. however. is composed 
only of an “effectrve demand™ for housing — i.e.. those who can pay the going rates 
for housing. The private sector does not respond to the “non-effective demand” — i.c.. 
that growmg segment of the total population who cannot afford current prices. In all 


these cxampics. 


.. the play of the market forces may be very far from producing the best use 
of a gen area of land. Public mterest is m conflict with private profit, and it 
Bvery oftens . ** 


in other words. there 1s frequently a resadue of unmet needs (ranging f: , 
fecreatson needs). Prevate gams may be public josses. oie ni it 


The thad major chasactenstx of urban development is that it has 
we~wrdenated Ontarw ts unusual in having an outline for future urban rahe 
ment °° But this ss new, sketchy and sull relatively untested Since development, and 
otfxal plan emplementaton. still depend on private mitiative, the precise taming and 
keaton of develupment rs not co-ordimated As we have indicated. development 
ocean where and when private deciwon-makers deem it to be most economicalls 
advan tagouus (withing lemitateons, seach as the Uming of sermces by the public sector 
whah ate dewussed belve) Tho 1s true both on a city-wide bass (12 | what areas of 
the (ath wall be redevetuped of developed first) and and on a tegnomal scale (1.¢.. what 
wea eri be converted mtv urban use of wall be more denseh developed) This can uf 
mt ktad to “urban spraet”. that frequently reviied phenemenon of fragmented. 


*3 Jenner 4 caged Regeen_ op «oat pg 2 
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On yew, eR me thr rowte cf 2 hghesy of 2 prealiese Ae Seen aoe 
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uneconomic, unaesthetic urban growth.” 7 While the trend toward privately developed 
new towns in Southern Ontario*” reduces costs and the unpleasant effects of urban 
sprawl by promoting “comprehensive planning” of relatively large areas, 1t does not 
eliminate unco-ordinated intra-regional development. The location and timing of new 
towns themselves are still basically and ultimately private decisions. 


What is the public role in urban land development? As we stated earlier, upper 
level Canadian governments are more likely to intervene in local and regional 
development matters than are their American counterparts, and there 1s 4 long history 
of government intervention in urban and regional development. Nevertheless, almost 
by default the public role in general has been to stimulate private enterprise. tu be the 
developer of last resort, and to provide only negative controls over private 
development. 


Many people, ranging from private individuals and land developers tv civil servants 
and politicians, have maintained that one of the primary functions of government 1s, 
where possible. to support and stimulate private enterprise so that 11 can fulfill housing 
and other needs of urban development. Support, not direct public involvement is 
advocated. 


The extensive use of the private development industry as “partners m 
development” with the Government can effectively reconcile the curtent 
shortages in developable lands in the shortest period. The industry has 
capability to undertake development in all its stages. including extension into 
provision of schools. municipal structures and other infrastructure under 
expanded financing arrangements.‘ ” 


Government would be the relatively “passive” partner in these development 
enterpnises. 

In the past, public support has come m the form of financial incentrves. tax 
breaks, and provisions of services for raw land. A good example of public mvesiment 
resulting in support of private development is the Ontarw Water Resources 
Commission 130 million dollar project in South Peel. which asded area munscipalities 
m the provision of services. and, as a consequence. opened up vast tracts of land which 
are now being developed by private developers. 
ie For some, even the present provincial planning and development policees are too 

ect. 

I do not believe that the provincial government should act as a land assembler 

or landowner . . . 

The government must ensure the operation of the free enterprise system m 

the housing industry. 

It can do sw by elummatng the roadblocks that for nearty 20 years have 

caused a shortage of building bots and thus created weal conditions for 

rampant land speculation. 


There 1s plenty of land, but because of government policy there 1 a shor 
of accessible serviced land approved for subdavimwons. ial 


It can best sulve ths by making it its Dusuness to prowsde the baswc needs for 
servwed land throaghoul the prowmee and ensure there us more serviced 


67 Toroate-Centred Regwa op ca pp 2.13 James Oupp op ct pp TT 


68 See Burcou of Musawal Rewarch, The Toroes Rogue Prevstety Dvrectoped 
Comemmantis (Tosueaty No 2, 1972) 7 vies 
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land than is necessary to meet the immediate needs of developers — and then 
stand back and allow the natural laws of supply and demand to work for 


them. 


The fact of the surplus, which it should be the government's policy to 
maintain. would act as a downward thrust on the price of land. 


Many would argue (as we show below and in the section on limiting rising land prices) 
that simply increasing the supply of serviced land would not, in fact. solve the 
problem. 


Relative public and private roles in development are perhaps most clearly 
demonstrated in the area of low-income housing. This is a sensitive area because the 
provision of this type of housing may or may not be a “profitable” venture, depending 
on the type and degree of public intervention. As the Dennis Report on Low-Income 
Housing points out. the last clear statement of federal policy on the role of 
government in low-income housing was the following: 


We must, therefore.not only improve the operation of private markets in 
order to accelerate the total output of housing, but we must also stimulate 
the provision of modest accommodation for low-income people, augmenting 
it, if necessary, with what may be regarded as non-market devices in order to 
get a higher yield of new units out of the nation’s housing efforts.*' 


Although this shows some interest in more active intervention, the reliance is still on 
the operation of the private market. 


The Dennis report concludes: 


The refusal to act stems from an almost religious belief in the private market 
as the only fair and efficient mechanism for distributing society’s resources. 
Even the social housing programs, which have received much publicity lately, 
are an afterthought, and appendage to the unguided, uncontrolled market 
system. No effort is made to plan for them, to determine the type, extent, 
location, and magnitude of need. That would necessitate greater efforts, 
increased intervention, more interference with the private production 
process.*? 


The public role of stimulating and supporting private enterprise may be appropriate in 
some circumstances. But in others it may not be the most effective; a more direct 
involvement, even one that is in direct competition with private enterprise, may be 
warranted. 


The second popularly accepted function of government in land and urban 
development is that of developer (or preserver) of last resort. The public sector, it is 
believed, should not usurp profit-making, or potentially profit-making activities. These 
are in the purview of the private sector. 


Government assembly of land for recreational or environmental purposes is 
right and proper. But this idea that provinces are more efficient land and 
housing developers than private industry is so much rot... 


The [development] industry has no objections to the government acting as a 


50°) Ponald M Deacon, MPP York Centre, Letter to the Toronto Star, June 28, 1972. See also 
Dennis Report, op. cit, Chapter 9, “Land Assembly and Land Banking", pp. 315, 346 for 
additional documentation. 

5S! OR. K. Andras, Notes for Statement on Bill c-192, House of Commons, May 1969, cited in the 
Dennis Report, op, cit, p. 3. 
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“developer of last resort’ says Mr. Scott [immediate past president of U.DI. 
Ontario, and Vice President of Costain Estates Ltd.] 


This was one of the original goals of the OHC. But the industry wants to draw 
the line before it finds itself “simply working for the government’’.° 


The third major function of the public sector is to provide negative control over 
private development. Local and provincial governments do have a strong role in 
land-use planning — but it is essentially a negative role. Official plans, zoning and 
subdivision regulations, building and health codes are all basically negative controls — 
i.e., they indicate where the developers can or cannot develop, and they place certain 
restrictions on the form, materials, uses and so on of buildings. But they do not ensure 
that development areas are developed. To a large extent, therefore, the private sector 
initiates and the public sector responds and controls. 


The Lithwick Report points out that the public role in urban development over 
the years has been growth-oriented, economically-determined, short-term, reactive and 
fragmented. 


To sum up, urban development in Canada today is not guided by 
comprehensive, rational policies. It is impelled by a basic belief in the 
righteousness of economic expansion, and it is expressed in a willingness to 
accept growth as inevitable and indeed desirable. In the absence of any more 
explicit goals, urban policies tend to be pragmatic, piecemeal, and responsive 
rather than allocative in nature. 


The passive role assigned to government by the dominant values of the day is 
the primary factor which establishes its response to urbanization . .. Faced 
with an urban world, common sense and a recognition of social costs and 
benefits lead to the conclusion that the present remedial role of government. 
working in the interstices of economic initiative, will have to be replaced by a 
creative concept which anticipates and guides the forces of urban growth.° 


In summary, the public sector has only a limited role in land purchase and ownership 
(for government services such as highways, parks, environmental protection and the 
government’s own needs); a strong but basically negative role in land-use planning 
(drawing up urban and regional plans which give general direction to the type and 
location of development, enforcing zoning laws, subdivision requirements and building 
codes); and a limited, generally supportive role in land development (servicing raw land 
so that the private sector can develop it; and building public services such as 
highways). 


As we pointed out earlier, Ontario has been formulating growth policies and 
comprehensive regional development plans. The TorontoCentred Region Plan is one 
such plan and the government has reaffirmed its intentions to proceed with it.** This 
Plan itself is a large step forward in dealing with urbanization and in promoting 
co-ordinated regional development. But the implementation of that Plan (and others) 
will require even more direct public intervention in land development than has been 
demonstrated by the Province until now. The most recent statement on TCR 
implementation, however, still relies on the aforementioned support of private 
enterprise and negative controls: 


53 Quoted by Clayton Sinclair in “Land Developers’ New Rival”, Financial Times of Canada 


(June 12, 1972), p. 5. 


54 Lithwick, Urban Canada, op. cit., p. 175. 
55 W. Darcy McKeough, Ontario Budget 1971], p. 23. 
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The range of implementations measures available to the Province includes 
public works, development controls and various types of incentives. 


The provincial land assembly of 25,000 acres for a new town adjacent to the proposed 
airport in Pickering is one example of direct, large-scale public intervention 
in the urban development process. As noted earlier, this is a first step — and possibly a 
model for future provincial actions. Nevertheless, without a detailed statement of 
over-all land development and implementation policies, this is still an isolated, 
preliminary step. 


With more and more of the population living in urban areas and with urbanization 
now so rapid and intense, there is a growing awareness of the need for reassessing 
traditional views of the proper relative roles of the public and private sectors in urban 
development. New roles and new techniques are being discussed. Large-scale public 
land banking for multi-purpose urban development is one technique that has been 


receiving considerable attention — though so far apparently stimulating relatively little 
action. 


THE PUBLIC LAND BANKING RATIONALE 


Although the public role in land development in Canada today is largely reactive 
(to private initiative), supportive (of private enterprise) and negative (providing limited 
control over private development); the range of possible public roles is, of course, very 
wide indeed. Possible roles range from complete /aissez faire to complete domination 
of land development. As we have seen, many groups and individuals have 
recommended that government should play a much more active role by becoming 
involved in large-scale public land banking. 


Why are there so many advocates of large-scale public land assembly and land 
banking? There are many reasons. The most frequently mentioned ones are grouped 
together in this section under three broad claims: that land banking would (a) 
facilitate planning and help control urban development; (b) limit rising land, housing 
and public service costs and (c) promote more equitable distribution of profits from 


land. The arguments against public land banking are discussed at the end of the 
section. 


Obviously there is considerable overlap between the land banking arguments 
presented below. Facilitating planning and lowering land costs are closely interrelated, 
because lower land costs make many more planning options possible. Also, some of 
the factors are possibly conflicting ones: for example, the desire to lower land prices 
may conflict with the desire to generate public revenue. Whether or not there is a 
conflict depends on how the public sector uses the land banking technique. If the 
public sector opts for generating as much revenue as possible by selling its land at 
market value, it cannot lower land prices at the same time. If, however, the public 
sector opts for both generating some revenue and lowering land prices, it can do so by 
selling its land above cost (thereby making some profit), but below market value 
(thereby lowering land prices). Finally, it is obvious that public land banking, although 
not 4 panacea for aij urban ills, is a multi-faceted tool which, if used wisely, can be 
extremely valuable. The flexibility and multi-faceted nature of public land banking 
may, if fact, be one of its major advantages. 


36 WW. Darcy McKeough, Desugn for Development: A Status 
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Public land banking would facilitate planning and help control urban development. 


Planners have been among the most vocal supporters of land banking. Why? 
Because, they argue. large-scale public land assembly in advance of need for urban 
development can have several beneficial effects on urban planning. It can facilitate 
plan implementation. It can encourage comprehensive and flexible planning of a 
project, a city or even a region. And it can make possible the inclusion in plans of 
broad social goals. as well as economic ones. 


As we indicated earlier, the issuance of a city or regional plan in Canada, (as in the 
United States), does not guarantee its implementation. The location and timing, as 
well as many other aspects of development, are left largely to private decision-makers. 
The noted planner and urban historian John Reps has expounded upon shortcomings 
of North American planning by negative controls (such as zoning), and has proposed 
that advance public acquisition of land on the urban fringe would be a more positive 
method of planning urban growth: 


The most important advantage of such a system, which alone justifies its 
adoption, is that it would provide effective control over the strategic elements 
of urban growth — the location, the design, the sequence, and the tempo of 
development. Our present control mechanism, relying chiefly on the police 
power regulations [such as zoning and building codes] does not. Decisions 
about land use in this country [U.S.A.] are those of private individuals 
tempered only slightly by the public interest. The proposed system would 
place these essential decisions in the hands of an agency charged primarily 
with promoting and safeguarding the public interest but directed as well to 
the needs and interests of private parties.*” 


The value of public ownership of critical pieces of land for ensuring plan 
implementation has been demonstrated by the experiences of a few Canadian cities 
and of many foreign ones. Urban planner Ann Louise Strong has summarized the 
foreign experiences: 


Public land ownership has been a crucial element of almost all successful 
European planning. Tapiola is a major exception,>® although public 
acquisition of land prior to development is common in Finland. Stockholm’s 
satellite centres, the British and Israeli new towns, the polder new towns of 
the Netherlands, Rotterdam’s port development and urban expansion, and 
the Languedoc-Roussillon resort towns and coastal development share the 
common element of public land acquisition in advance of development.>” 


Probably two of the best known foreign examples of the value of public land 


assembly and ownership for controlling urban and regional growth are Stockholm and 
the British new towns. 


According to Goran Sidenbladh, a director of the Stockholm Department of 
Planning and Building Control. 


Stockholm’s ability to plan its physical, economic and social development 
must be attributed mainly to one all-important factor: public ownership of 





57 John Reps, “The Future of American Planning: Requiem or Renascence? ™ in Planning 1967 


(Chicago: American Society of Planning Officials, 1967), pp. 50, 51. 


58 Tapiola, Finland was in fact developed by a private, non-profit corporation which did own all 
the land assembled. 

59 Ann Louise Strong, Planned Urban Environments (Baltimore: The Johns Hopkins Press, 
1971), p.xxxi 
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the land. If destructive fires (in the 17th century ) made planning necessary, 
government control of the land made it possible. 


Stockholm — a city of 770,000 in a metropolitan region of 1,300,000 - has a long 
history of public land ownership. The City began its present municipal land bank in 
1904 (under a conservative municipal government) by buying vast estates outside the 
boundaries of the City. From 1904 to 1967, the City spent more than $110 million to 
purchase some 134,000 acres of open or under-used land.®’ Municipal land 
acquisitions are made by STRADA, the municipal land buying company, while land 
policy and development is dominated by the real estate board (composed of political, 
legislative, technical, and administrative leaders). No municipal land has been sold in 
the last 20 years. A leasehold system has been adopted which enables the City to 
retain title and control of the land, while freeing it for use by the citizens.°? By 1966, 
the City owned about 74% of all the land within its boundaries and such satellite 
centres as Vallingby. Farsta and Skarholmen now risen on municipally-owned land. 


These satellite centres are the product of a decision made early in the century to 
concentrate development in “garden city” nuclei along transportation corridors.*®? 
This concept was up-dated and incorporated in the Stockholm regional plan which was 
adopted by the Regional Planning Federation in 1958 and by the national government 
in 1960. The Regional Plan is revised every five years with projections for the next 
thirty years. As Stockholm’s planning director emphasizes, the purchase of the land 
for these satellite centres was one of the crucial elements in ensuring that the regional 
plan was implemented. Urban growth was planned, and was able to proceed in an 
orderly, rather than unstructured, leap-frogging, sprawling manner. 


Asa result [of the foresight of the city fathers who early in the century began 
to buy outlying land for expansion of the city suburbs] the development of 
most of the outer residential areas has proceeded in planned and orderly 
fashion. Indeed. this phase of planning activities by Stockholm is probably 
the city’s most important achievement.°4 


The Briush new towns provide another vivid example of the value of public 
acquisition of land for purposes of regional (or national) plan implementation. 
Without powers of site acquisition (voluntary or compulsory), in “considered 
relationship to regional plans”. the locution of the new towns would, like American 
new towns, be “chaney and even chaotic™.® * 


British policy is designed to limit the growth of major population centres, such as 
London, and to locate the “overspill” population in planned new towns (or expanded 
old towns). More than 20 new towns have been designated. There is a national focus to 
the policy, because planning responsibility and initiative rest with the national 
government, through the Minister of Housing and Local Government, rather than with 
local governments or private enterprise. Obviously public land assembly alone has not 
been responsible for implementation of the new towns’ schemes, The British have 
co-ordinated the new towns’ policies with other policies, such as housing and industrial 


6 Goran Sidenbladh, “Stockholm: A Planned City” in Cities (New York: Alfred A. Knopf 
1908), p75. ) 


61 Shirley Pasyow, “Land Reserves and Teamwork in Planning Stockholm”, Journal of the 
Amertoan Institute of Planners, (May, 1970), p. 179. 

62) Thid. p. 180. 

64 Thid, p 180 Strong, op cit., p. 39 Sidenbladh, op. cit., p. 82. 

640 Sidenbladh, ep. cit, p. 82. 

6S) Frederic J. Osborn & Arnold Wittick, The New Towns - 
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(London. Leonard Hill Books, 1969), p. 154. egalopolis 
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location programs. But public land assembly and development has been an important 
factor.°® 


There is no Canadian example of land banking for large scale regional 
development purposes that is comparable to either the Stockholm or British 
experiences. But several Canadian cities have recognized the value of advanced land 
acquisition by municipalities for planning their urban growth and providing public 
services. Three are discussed here — Saskatoon, Saskatchewan; Edmonton, Alberta: 
and Red Deer, Alberta. 


Saskatoon, with a population which has tripled from 40,000 in 1946 to 130,000 
today, has been operating a land bank for nearly 20 years. 


At the end of World War II Saskatoon held title to some 8,500 building sites, 
which had largely resulted from tax defaults during the Depression. The post-war 
housing boom led to a recognition by the Saskatoon Council in the early 1950’s that 
the City-owned tax-default property was running out. In turn, this recognition led to a 


decision to purchase raw land for urban development purposes (i.e., to start an urban 
land bank). 


Council considered it essential that future growth be orderly, that speculation 
be eliminated as much as possible and that land values be kept low to 
encourage new house building.°® ’ 


As a result, the City purchased major acreages of raw land inside and outside the 
boundaries of the City and became the major land developer in the City. To date, the 
City has purchased some 4,500 acres of land for residential purposes, 850 acres of 
industrial porperty and, since 1967, about 1,100 acres in partnership with the Federal 
and Provincial governments.°® And, despite large sales, according to its own 
calculations, the City has enough land available to take care of building requirements 
for the next twenty years.°” The City sells land at a relatively low price, but at a price 
that is still profitable to the City. The most significant use of profits has been to 
purchase additional land. Saskatoon has claimed that: 


66 The British new towns have been the objects of both praise and criticism. In a well-balanced 


discussion, Ray Thomas, in London's New Towns. A Study of Self-Contained and Balanced 
Communities (London: Political and Economic Planning Broadsheet XXXV, April, 1969), 
evaluates the eight new towns surrounding London both in terms of their original purposes 
and in light of the major criticisms levelled at them. He concludes that, on balance, the new 
towns themselves have been quite successful: 


In accordance with the aims of their planners, London's new towns have indeed 
become ‘self-contained and balanced communities”. They may not have become 
self-contained for quite the reasons that were expected. But, by any contemporary 
Standards, they are, as far as journeys to work are concerned, outstandingly 
self-contained. The employment surpluses in a few of the new towns may be a bit 
large. The new towns may not have taken enough of poor or unfortunate people of 
the sort who have become London’s homeless, and they may not include among 
their population any millionaires. But the only ways in which they are significantly 
umbalanced ts in their age structure. At the level of analysis conducted 1n this study 
London's new towns are in fact a howling success. (p.448). 


At the larger scale of regional development and solving London's problems, however, Thomas 
concludes that, while the new towns have demonstrated some usefulness (particularly in the 
example of Basildon which has helped alleviate severe unemployment in its region), they have 
not contributed much to solving these larger problems. Thomas argues that additional 
government actions, especially in encouraging the decentralization of office employment from 
London, are needed. 

67 The City of Saskatoon, Land Policy in Saskatoon (enclosed in a letter April 27, 1972). p. | 

68 Jbid., p. 4. 


69 /bid., p. 5. 
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{m]any advantages have accrued to Saskatoon as a result of its real estate 
pulicy: land prices have been kept down, low cost housing has been 
encouraged: large blocks of land have not had to “‘leap-frog” unbuilt areas . . . 
Planned development has become a reality.’° 
It is this latter advantage — the value of public land ownership for controlling the 
pattern of urban growth and providing public services ~ that is of concern in thig 
section. The City has described this benefit in the following laudatory terms: 


1. Saskatoon has been able. both as the muncipal planning authority and as 
a land owner, to plan its development in the fullest, comprehensive sense. The 
directions, rate and type of growth can be controlled, related to servicing 
requirements and criteria. and the over-all costs of development kept to a 
minunum through organization and co-ordination. This organization and 
co-ordination is often denied other cities, while in Saskatoon it has become a 
way of life. 


2. All major external fringe area and suburban growth problems have been 


overcome and steps taken to prevent their recurrence. 


3. We have been able to provide abundant lands, in the right location and of 
the right type, for parks and recreation needs at the neighbourhood and city 
level, and at times almost on a regional basis. 


4, We have been able to accommodate all school needs in developing areas, 
al very reasonable prices and have evolved a philosophy of fully integrated 
school and park sites. We can provide and hold school sites for long term 
needs and still maintain prices, 


5. All announced needs for community facilities including churches, fire 
halls, libraries, utilities, hospitals and institutional uses, can be, and have been 
taken care of in subdivision and land use planning. 


6, The City has major control of all land use patterns and zoning, including 
all new residential, industrial and institutional areas.” 


These general findings, described above by the City itself, were accepted by the 
Hellyer Task boree, which used Saskatoon as a prime example of the value of land 
banking for controlling urban growth,’* and they seem to have been accepted by 
other observers more impartial than the City administration, 7? 


Is public land ownership necessary to control growth? This cannot be answered 
definitely here; but the Saskatoon expericnce, (as explained by official sources in the 
City), has conoborated our carer contention that past North American techniques 
have not been particularly successful in guiding urban development and that public 
land ownership and lind banking provides the surest method of plan implementation. 


A second public interest satistied by the competitive public dominance of raw 
land ultimately required for urban purposes is simply that the planning and 
control of physical development ts tendered more casy. Certainly legislation is 
available to provide for the orderly development of land = whether in public 


thd pos 


MH The City of Saskatoon, Suainary of the City Sa wa A 
. UNAS 8 tv of Saskatoon’s General Brief submitte ; 
‘sf Honourable Paul Hellyer’s Task Force on Housing (October 30, 1968) pp : 5 REStCS AG Cie 
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3 eport of the Federal Task bkorce on Housing and Urban Development, op. cit., p. 40. 
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or private hands. However it is a fact or our way of life that such legislative 
controls are rendered more effective when the land under development ts 
under public ownership. ”* 
Edmonton, Alberta, is a second Canadian example of a city using large-scale 
public land assembly and ownership to control urban growth. Edmonton, a city of 
434,000, is one of the fastest growing cities in Canada. Feeling the pressures of 
urbanization (particulary in the areas of housing supply and transportation implemen- 
tation), and facing a situation in which most of the land in the proposed direction of 
development was under private control, Edmonton in 1969 initiated the Mill Woods 
Project. The Alberta Housing Corporation (with federal financial assistance) purchased 
5,085 acres of land south east of the City Centre (4,425 acres, or 68% of the Mill 
Woods Planning Area, and 660 acres outside the area); and agreed to sell this land to 
the City over the next 15 years.7* In this way, the City has used land banking to 
radically redirect the growth of the City. A new community of 120,000 is expected to 
rise on this site, and profits from the sale of land in this project will probably be used 
to finance an on-going land banking operation.”° There are two major goals of this 
project: to effect land and housing economies, and to create ‘‘an urban environment of 
the highest order”. In this section we are concerned primarily with the latter, planning 
aspect. 

The City has high expectations of the Mill Woods Project, both for the project 
area itself and for the City as a whole: 
The land holdings in Mill Woods means (sic) that the City should be able: 

to guarantee the availability of serviced lots for general housing purposes, 


guarantee sites for specific needs, such as schools, public housing, 
hospitals, parks, at minimum costs, 
guarantee the most economic form of growth for the City asa whole; 


control land value escalation so that fewer residents will be forced to rely 
on some form of subsidized housing, 


implement, at lower right-of-way costs, major transportation facilities 
within the City; of (sic) orderly and economic growth in the City as a 
whole. 
With this program the City is now firmly back into a controlled situation 
whereby some balance and reason can be applied to the supply of land in 
relation to the demand for it.”7 


The potential value of this type of land banking for public control of urban 


development was summarized: 


There exists the opportunity for the development of a residential community 
of unrivalled environmental quality. A plan of the highest quality is possible 


74 «The City of Saskatoon, General Submission to the Federal Government’s Housing Task Force 
Hearings in Saskatoon, Saskatchewan, (October 30, 1968), p.3. 

This project was initiated under a Social Credit Government. 

76 The City) Planning Department, the City of Edmonton, “Development Objectives 
Feonomic™ Mill Woods — A Development Concept, (no date, no page numbers); and letter 
from P. Ellwood, Mill Woods Project Director, dated March 2, 1972. 

Bia Objectives-Economic”, Mill Woods Development Concept, op. cit., (no page 
numbers). 
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and its implementation will be at the choice of the City and not of 
innumerable private landowners. ’” 


But it is still too early to determine how successful Edmonton will ultimately be. It is 
clear. however, that the City is adopting a much more active role in land development. 
There ts evidence that land prices in the Mill Woods Project are lower than in private 
developments (see discussion in the section on land costs): and it seems likely that the 
land banking operation will have distinct positive effects on the quality of planning 
und the cost and availability of public services. 


Red Deer. Alberta ts another Canadian example of a City that started a land bank 
in oider lo ensure that the expansion of the City would be properly planned. By 1956 
the City had decided that it must plan for a great population increase over the next 
Iwenty years (from ua 1946 population of 4.000 to a 1953 population of 9,000 to an 
capected population of 40,000). The City estimated that 1,750 acres of land would be 
needed for mdustrial uses. It also recognized that “land speculation could quickly 


wieck the plans for orderly and economic growth™.7? 


Faced with this situation: 


It was therefore decided the city should acquire quietly. as opportunity arose 
and finances permitted. certain strategic lands on the fringes. Where possible 


i obtamed long-term options on large tracts of land in the logical direction of 
development.” 


Red Deer purchases or acquires options on land one to five years ahead of need. 
While subdivision and engineering designs are prepared for about 150 to 200 acres at a 
tine. only lands required within the next 12 to 18 month period are actually 
subdivided and serviced. In its land dealings, Red Deer has acquired all land by 
Negotiation, not expropriation. when the time comes, the town disposes of the land by 
wule, not lease. The sale price is enough to cover land costs and both off-site and on-site 
sweivicitig costs. as well as all design and supervision fees. Almost all lots are sold to 
builders (only 10% are made available directly to individuals), and the purchaser 1s 
required fo start construction within 12 months. The City recovers the cost within 12 
months and rewvests the money in more land and services.*' Since the beginning of 
the program, about 750 acres have passed through the municipal ownership, servicing 
und sale process, and an additional 300 acres are being prepared .*®? | 


One of the major benelits of the land banking in Red Deer, according to the 
Ditector of Planning has been that: 


By city ownership of the land, more generous open space, parks and school 


sites can be provided and generally the opportunity for | 
layout cannot be underestimated”? i y for improved design 


Red Dect, a small city that has capenenced rapid 

! pid growth, has demonstrated that a 
small culy can operate a land bank and that land bank : TF , 
sesaiiicitass su 64 aa larae anking can have beneficial results for 
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is the major focus of the above discussions ot 
( eer is not necessarily valuable. It 
d assembly and banking have 
o major possible effects on 


Plan implementation, which 
Stockholm, Britain, Saskatoon, Edmonton and Red D 
is only valuable if the plan is a good one. Does public lan 
any beneficial effects on the type of plan developed? Tw : | 
the plan can be identified: (1) the plan can be more flexible: and (2) the plan more 
easily can pursue social as well as purely economic goals. 

If a large area of raw land is purchased before the land use pattern has already 
been determined by public and private development decisions. and af the land ts held 
and planned as a unit, comprehensive, flexible plans are not only made easier, they are 
made possible. First, since the pattern has not already been set. there are more possible 
planning alternatives. Second, if the site is owned by one owner, co-ordination ts 
easier; the development can be planned in stages and plans can more easily be adapted 
to technological or other changes occurring at some future date. And finally. i the 
land is never sold, but only leased to its users, its form and uses can be changed by the 
owner over time as this becomes necessary. This has been one of the major advantages 
of the Stockholm leasehold system: 

A major advantage [of leases] was that leases helped the city to regulate 
growth and design: they ensured the city of the land it wanted, when and 
where it wanted."* 


Flexibility is possible, of course, whether the owner of the land isin the public o1 
the private sector. But, one major advantage of public as opposed to private — land 
banking is that the plan and the final development (whether a subdivision or a new 
town) are better able to take into consideration social. as well as economic, needs and 
to implement broader public policies. This aspect of public land banking was touched 
upon earlier when the location of new towns wis discussed. Conflict: between 
maximizing profits and attaining such social and public policy objectives as locating 
the development near (or far away from) population centres and providing low-income 
housing and adequate public services such as parks, 1s a common problem of privately 
sponsored North American new towns: 


The contradictions between ideal planning objectives and the often harsh 
realities of dominant cultural values and business purpows are nowhere better 
ilustrated than in the contemporary “new town” movement. Hailed as 
precursors of the urban future, today’s new towns, much hke Gary [Indiana, 
a company town founded by U.S. Steel Corporation in 1906], have built-in 
problems undermining the ideal community. Columbia, Maryland — the most 
widely publicized new town is a case in point... Built by a private 
developer the James Rouse Company. Columbia began essentially as a 
company town; the Rouse Company listed among its major goals the making 
of “substantial profit’. profit motives have led the Rouse Company to wll 
extensive tracts within the town to large-scale developers, who in turn build 
and sell expensive homes Market tactors alone serve to exclude all but a tew 
low-income tamules trom Columbia In addition, the cultural values of most 
middle class and professional residents buttress exclusonimt polices Thus. 
many low-income wage carners whe work in Columbia's industrial plants are 
forced to seek housing in nearby unplanned areas outside the town The 
pluralistic society onginally envisioned by Columbia's designers hus never 
fully materialized ** 
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One of the facts revealed by the Dennis Report on low-income housing in Canada 
was that “in most metropolitan centres some half-dozen builders control the majority 
of the land in the path of immediate development”.*° The implications of this fact for 
whether or not these centres will in future be developed “‘in the public interest” are 


disturbing. 


Edmonton’s Mill Woods Project provides a good Canadian example of a city 
intending to use public land assembly and development to accomplish broad social 
goals that are often overlooked by private developments: 


The Development Concept is based on the premise that the ultimate 
community will be comprised of a wide range of housing types and tenures, 
fostering and encouraging a community of diverse characteristics broadly 
representative of the City at large .. . 


Housing programs to be implemented will be determined to a large degree by 
the housing needs of the City at large and the competitive influence of other 
major growth areas. Housing demand as expressed through the real estate 
market will constitute only a portion of the real need. Special requirements 
of minority groups such as the elderly and the handicapped, must be 
identified and assessed for inclusion into the Mill Woods Housing Program. 
Administrative policy to encourage diversity of tenures will be formulated to 
allow the greatest possible number of residents of varying economic 
capability to enjoy adequate accommodation and home ownership .. . 


To assist in the Marketing program, a city-wide study would be advantageous 
in order that the accommodation needs of those not reflected by market 
demand can be incorporated into future planning and administrative policy. 
It is of critical importance that the housing programs meet social as well as 


economic objectives.°® 


All of the planning arguments discussed here — ensuring plan implementation, 
encouraging comprehensive planning, enabling flexibility in long-range planning, and 
accommodating broad social and public goals as well as narrower economic ones — 
should be of particular interest to those planners charged with planning and 
implementing the TorontoCentred Region. Without large-scale public land assembly at 
the critical places, it is hard to imagine how the plan can be effectively transferred 


from paper to reality. 


Public land banking would limit rising land, housing and public service costs. 


One of the major problems facing Toronto and other rapidly growing 
metropolitan areas is the sharp increase in land prices. It was shown earlier that land 
price increases have harmful effects, including that of increasing the costs of public 
services sometimes to the point where cities can no longer maintain an adequate 
level of services and increasing costs of housing to the point where a growing 
number of people cannot afford to purchase homes. 


The advance acquisition, by government, of land which will ultimately be needed 
for public services and urban development, can result in considerable savings as we will 
show. These savings in turn enable the owner to sell, or lease, the land for lower prices 
than would have been possible if the land had been purchased for higher prices.°® As 


86 Dennis and Fish, op. cit, p. 8. 
87 “Residential F/nvironment™, Mill Woods Development Concept, op. cit. 


88 Both the Report of the Federal Task Force on Housing and Urban Development, op. cit., p. 
43 and the Dennis and Fish Report, op. cit., p. 2, recognized that land banking could reduce 


land costs and housing costs. 
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we pointed out in the previous section on planning, this acquisition also means that 
the necessary land is available when needed, and not committed to some other use. 


Advocates of land banking argue that large-scale advance acquisition of land by 
the public sector can lower, or at least prevent from rising, land costs (and 
consequently housing and public service costs) for the following reasons: 


land is bought cheaply before it is in demand for urban uses, 
land is bought before prices rise as a result of speculative dealing: 


land is bought with a non-profit or limited-profit goal; 
land is bought in order to introduce or maintain competition in the 


urban land market. 

Undoubtedly, the most important factor influencing the price of land 1s the 
demand for the land. The greater the number of people who want to live and/or do 
business in one area, the higher the price for the land will be. As we shall see, 
speculative trading can inflate these prices — sometimes to an unrealistically high level. 
But the basic cause is demand, coupled with limited, relatively inelastic supply. 


A good example of the kinds of savings (or potential profits) that can occur as a 
result of advance acquisition is the Ontario Housing Corporation project of Malvern. 
Whether or not the project was originally intended to be a land bank is beside the 
point here. In fact, the Malvern project (1,704 acres of raw land purchased by the 
Federal and Ontario governments in 1953 in the Toronto borough of Scarborough, 
and located 12 miles north-east of downtown Toronto) has become a public land 
bank, to be used for moderate-income housing. Raw land, originally purchased for 
about $1,000 per acre and now having a “book value’’*? of about $3,000 an acre, has 
a current market value of about $32,000 per acre, or more than ten times the original 
cost. If servicing is added to the raw land costs, the book value of an acre of serviced 
land is about $36,200 while the market value of the serviced residential land is about 
$63,000 to $75,000 per acre.?° While the cost of land is only one factor in increased 
housing costs (servicing, mortgage, building costs and so on are others) the savings 
possible in this one factor are obviously tremendous. 


Both the public and private sectors can use advance acquisition to their benefit. 
But the public sector enjoys certain distinct advantages, which make even greater 
savings possible. First, one of the major problems in advance land acquisition 1s 
anticipating the direction of urban growth. If the purchaser anticipates correctly, he 
can reap tremendous benefits; if he miscalculates, the losses can be great. The high risk 
factor involved is one reason that private land speculators expect such a high return on 
their successful deals. The burden of this return is passed along to the ultimate 
purchaser of the land. For the public sector the risk is much less because it is the 
public sector (particularly the provincial government. but also to a lesser extent the 
municipal government) which can determine the direction of growth. 


89 “Book value” is the cost of the raw land plus the carrying charges. 

99 Servicing cost figures are those for Neighbourhood 8 (167 acres), including roads, landscaping. 
hydro, municipal levies, design and engineering fees, ete. The market value ts based on having 
4-1/2 to 5 lots (each-lot being $0° x 100° and having a market value of between $14.000 and 
$15,000) per acre. 

9! We should note, however, that OHC has not used the sale price of its lots to reduce the 
general level of land prices in the area around Malvern. Rather than selling tts lots close to 
book value and marketing a substantial number at one time (both of which would affect the 
level of prices in the area), OHC has set a price which is slightly below market value and ts 
marketing the lots in three phases over the next fifteen yeurs. 
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A second advantage for the public sector is that it can use expropriation to 
acquire the land and therefore can prevent “hold outs” from increasing assembly costs. 


And a third advantage for the public sector is that it can borrow money at a lower 
rate than the private sector. It therefore has lower carrying charges. This point was 
made by the Executive Director of the Ontario Urban Development Corporation: 


The province cannot purchase land any cheaper than private developers. But 
it enjoys lower carrying costs and can withstand the burden of long-term 
investments easier than any developer.’ ? 


ego public land banks can help reduce land price increases by purchasing the 
lan br only before its price is increased by demand for urban uses, but also before it 
is inflated by speculation.” ~ Some argue that it also can actually prevent speculation 
from occurring: 


rhe best und most effective means of stopping speculation in land is 
unquestionably for land to come under public ownership. At the same time 
this is worth all the zoning by-laws and planning controls in the world as i 
means of securing properly organized development. This is perfectly well 
understood in some European countries,” 4 


Speculation in land, whatever its other properties? * and causes, depends on the 
expectation of profits (and probably of igh profits) from dealing in Jand and also on 
the existence of some uncertainty in the developable land market. The public sector 
as we noted earlier, can eliminate much of that uncertainty by using its owers to 
determine the direction of growth, And, as we discuss more fully below it ta redu eC 
the expectation of private speculative profits by purchasing the land or key par os 
of the land itself. By banking land in areas of future development, the nblie #2 “ , 
cin save money by buying land before prices have been bid up by lair asin a 
the same time it can eliminate or at least reduce two conditions ne sessar for 
speculation, thereby cutting it off before it can start. ean eer 
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The price of land to the home owner is restrained and protected from 
inflationary pressures arising out of land speculation. 


Saskatoon is unusual in Canada in that, rather than using profits from its land-trading 
to reduce taxes, it has reinvested its money in land. City officials 
developed considerable expertise in land trading and, as a result, they were abt to 
compete successfully against private developers. In the late 1960's, some 90 -- 95% of 
all new subdivisions on fringe land were on City owned land. (The City only developed 
infrastructure to its own land.) As a result, speculation has been virtually wiped out 
and the cost of servicing land has been low (since “gold plated” services, which many 
municipalities require private developers to provide, have not been provided by the 
municipality of Saskatoon.) One possible disadvantage of the Saskatoon system is that 
the City sells its land. This means that the City loses control over the land and this 
may lead to speculation in the future. 

The third way public land banking can lower land costs 1s by adopting a 
non-profit, or limited-profit, approach to land development. This approach is, of 
course, not generally adopted by private business although it may be adopted by 
private non-profit corporations.” In fact, according to the Dennis Report, major 
developers make most of their profits from the land being developed, not from its 
servicing and development: 

Building firms are becoming larger and more bureaucratic. Their primary 

concern is the development and marketing of land. The profits made on the 

construction side are minimal, land profits are high.”* 

Stockholm is a good example of a city which has adopted a non-profit philosophy 
by setting its lease fees just high enough to amortize short-term loans taken to finance 
the raw land acquistion and servicing prior to leasing.?? Saskatoon, on the other hand, 
does take a profit on its land sales, which it has used to finance some public works and 
to purchase land.'°®° Edmonton, which is relatively new to land banking and is still 
formulating its policies, scems to be planning to combine the non-profit and 
limited-profit approaches. The earlier general description of the Mill Woods Project 
pointed out that this project is intended to “meet social as well as economic 
objectives”. There will be a certain amount of subsidized housing in the project; and 
the final price of land for other housing will depend on a number of factors: 

Therefore, the establishment of a land value for sale purposes is an item 

which is arrived at by combining the prime objectives of the program (lower 

cost housing) with: 
the effect pricing policies will have on other areas, 
— the generation of funds for other land programs, 


the local economic situation with regard to availability of mortgage 
funds; 

the volume of serviced and serviceable land for housing in the City, 

the demand for housing of various types, and 


the economic capabilities of the home buyers and tenants. 


96 The City of Saskatoon, General Submission, op. cit., p. 4. 
97 See for example, Walter Stewart, “Here is that cheap house if you buy into a co-op and 
forget about a protit,”” Foronto Star (February 1, 1972), 


95° Dennis and Fish, op. cit, p. 7. 
99 Passow, op. cil, p 186 
100 The City of Saskatoon, Land Policy in Saskatoon, op. cit., p.4. 
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The problem then is not a simple maximization of investment as might be the 

case within a competitive private corporation. In the early stages, supply and 

demand factors cannot be relied upon as demand will likely exceed capability 

to supply.'°! 

In practice, 300 single family lots had been sold by mid-1972, and 350 more were 
expected to be marketed by the end of 1972. The selling price has been based on a 
front foot charge composed of a land cost portion and a local improvement portion. 
(i.e.. direct recovery of servicing and carrying costs). The cost of a serviced 50 foot lot 
in Mill Woods is approximately $5,500, compared to approximately $8,500 to $9.000 
for similar lots in other developing areas within the City. There have therefore been 
reductions in land costs within the project itself. Thus far, However, not enough Mill 
Woods lots have been sold to effect reductions in single family lot prices in other parts 
ot the City: but it is expected that in 1973, when at least 1.000 lots will be marketed 
- Mill Woods, the project will help to lower the general single family lot price in the 
ee? 

The City of Regina. Saskatchewan. another Canadian city which operates a land 
assembly and land banking program. has also adopted a mixed approach to 
profit-making. The Regina land program has had an uneven history. From 1904 
through World War Il. Regina purchased and owned large amounts of land. After the 
War. when the City was in fact the major land owner. Regina experienced a period of 
raped growth. during which it sold much of its land to private developers. Today, the 
City is again operating a land banking program. Regina now owns 990 acres of vacant 
industrial land. 146 serviced residential lots and 920 acres of unsubdivided residential 
land (of which 383 acres are owned jointly with the provincial and federal 
governments) The City sells industrial land at “fair market value” and, until 1968 
wid resdential land at approximately the same price as the private market. In 1968 
the City started a program of selling some lots at lower prices to enable low and 
moderate income families to buy their own homes. (The 1971 pricing policy was $38 
= front foot plus $100 per lot for underground wiring. with pavement provided by 
eee Private lots were selling for between $60 and $100 per front 


According to local officials. Regina has been qui i 
Is. K 3 quite successful in ensuring th 
ty an adequate supply of residential and industrial land and in stabilizing ind 


In terms of assuring an adequate supply of ? i 

\ supply of land for residential and industrial 
development. the City's policy of land acquisition has been successful. It is 
res: be ae will be ee with a shortage of land if this policy is 
continued in the future. or that land prices will rise di i hi 
than current market values! °* . REAP OrLAMEN EY SCE 


Finally. public land banking can hel ili 
y ? p to lower (or stabilize) | 
introducing, Or maintaining. competition in a local urban aa sag a ee ee 


The Lithwick Report underscored this advantage: 


ae major aspects of the demand-supply problem emerge in the reports from 
most all the metropolitan areas. The first problem is created by land 





10) -- ; 
Development Objectives — Economic”, AMfill Woods Development Concept, op. cit 


102 : 
WH. Thoman, Project Economist. Mill Woods Project, letter dated July 31, 1972. 


103 ~k 
Historical Background — Land Purchase and Assembly in Regina and The City of Regina's 
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e d f, “los 
Hemmark. Dector of Planning. [ine in a letter dated July 7, 1972, from Harry 


104 ; : 
Harry Heimark, Durector of Planning, Regina, letter dated July 7, 1972, p.2. 
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speculation, which, if in the hands of a few developers or landholding 
companies, can provide sufficient market power to create even greater 
scarcity of building land. Furthermore, as developments become larger in 
scale. individual companies tend to concentrate their holdings in particular 
parts of a city, thus encouraging monopolistic situations. A number of 
provincial housing agencies and municipalities are trying to amehiorate this 
situation by establishing publicly owned land banks. As long as they follow a 
policy of selling lots at or near market price, they will not in fact reduce 
prices, but if this is done on a sufficiently large sca, they may well stabilize 
them. There is insufficient evidence to say what the effective scale of public 
involvement can be, but it may be noted that in Regina where land costs are 
reasonably under control, the city is marketing 25% of the building 


land.d.'°> 


Saskatoon, Regina and Edmonton have all used their land banking programs to do 
this. Saskatoon, which in 1968 owned about 28% of the area of the City, has stated: 


The City of Saskatoon has not tried to create a land development monopoly 
through its holdings or purchases but rather has tried to maintain a dominant 
position in order to be able to set standards which private developers are 


expected to meet.'° 

Regina officials support the idea of a mixed public-private land ownership pattern. 
which they believe lowers the over-all price of land: 

We are of the opinion in the City of Regina that a mix of privately owned 

land and government owned land is desirable. It appears that government 

ownership tends to stabilize land prices within the City because of the lack of 

profit motivation in the sale.’ 


And Edmonton. which was faced with a situation in which land prices were 
skyrocketing while private interests controlled land in the expected path of 
development, has indicated its intention to reintroduce competition into the land and 


housing market: 

in the mid-1960’s the supply of serviced land for suburban housing was 
declining and the cost of land was increasing dramatically. The City had no 
way of guaranteeing the maintenance of an adequate supply. Land in the 
declared expansion areas was under private ownership and servicing depended 
on private sector decisions. The decision to establish a new direction of 
growth was essential if land for housing was to be available at uninflated 
value. 

The rate of development will be influenced by many factors but of primary 
importance will be real estate market conditions and the status of the 
economy. As one of the main economic objectives is to reduce the general 
price of housing through competitive marketing techniques, the development 
of Mill Woods must maintain a continual supply of building lots ahead of 
demand.’ °° 


The Ontario Housing Corporation has also used its land development programs to 
reintroduce competition into the local land markets. 


105° Lithwick, Urban Canada, op. cit., p. 157. 

196 City of Saskatoon, Land Policy in Saskatoon, op. cit., p. §. 

107 A. Bruce Smith, City Manager, Regina, letter dated July 4, 1972. 

108 “Development Objectives Economic’, Mul Woods Development Concept, op. cit. 
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In 1972 the Dennis Report found that the six major developers in ten of the 
twelve cities investigated own at least half — and in several cases, almost all — the 
residential land expected to be needed for residential purposes over the next 
decade.'°° In cases like these, the reintroduction of competition into local markets 
would be of particular importance. 


To do this, the city or public agency does not have to own all the land. It only has 

(© Own enough land to make sure that there is a steady flow of lots and that the city 

can pose a constant threat of flooding the market with low price lots if private 

developers try to sell their lots at too high a price. Saskatoon, for example, owns (by 

ig di jointly with the provincial and federal governments) about 28% of the land in 
e City. 


| A healthy side effect of public land banking would be the help it would give to 
small building firms, thus allowing competition to be maintained in the building 
market. Under the present system, in some areas where land prices have reached very 
high levels, small builders have been forced out of the development business because 
they cannot afford to purchase and hold the lots needed for their buildings. While 
public land banking would no doubt have an adverse effect on speculators and 
developers who make large profits from land, it could well have a beneficial effect on 
small builders and larger developers who do not expect to make money from land: for 


blic |. ihn 
oh a banking would relieve them from having to buy and hold land so that they 


4 One thing that Canadian land banks have nor tried to do, is drastically reduce land 
Vil ae The Ontario Housing Corporation could have sold land far below market value 
ae e oe covering costs) in a number of projects. But, like other agencies, OHC has 
oy re vey to upset the stability” of the market — a stability which is frequently 
ae ot level. And Saskatoon, while saying that it has lowered over-all prices, sells its 

Or a profit, fearing that the bottom would drop out of the market if it di 
otherwise: iain 
re ellinie ah (i.e., ahi was sold at cost) with City-owned land in 
d'oon today. it would require a drastic reduction ; il pri 

raska te | n in the retail pr 

ene land. Land currently being sold for $25 — $30 per iy Se 

aig = av gee, stig conceivably be sold for as little as $7 — $10 per 

oot. is wou ave an interesting sid 
av | e effect of prob: 

ori ee aes private land developers out of bene se 

subs modily all the operati icipali 

canon perations of the municipality as a sole 
In other words, land bankin 


we g has been used t i ; ; 
not to eliminate it. © modify and temper Private enterprise — 


Publi : 
ublic land Lilia would promote more equitable distribution of Profits from land 
The third major argument in favour of public Jan 7 
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n lan 


development A corolla 1 

ry of this argument is that j 

heh sing it _ 

basic idea is that most of the value of urban land js ae ii 9 a oa ee 


for a variety of uses by a concentrated Population and 


variety of improvements (such as the building of sewers ie undergoing a 


| or highways) which are paid 
109 The Dennis Report, op. cit., p. 324, 
i ‘j 

10 The City of Saskatoon, General Submission, op. cit p. 4 
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xes, not by the individual property owner. Usually 


neither of these factors influencing land value are the result of individual ngennes 
yet in North American society, the property Owner Is. to a large extent. | : sisi : 
reap these “windfall profits”. Some land banking advocates argue that the pense 
public, not the individual property owner, should receive the profits, and that _ 1c 
land banking and ownership is an effective and appropriate method of doing this. 11S 
“social equity” argument has been well presented by planner G. WR. Bryant’ 


But one finds few American voices ever raised to ask whether it is nght and 
proper for private owners of land to make profits out of improvements build 
at public expense. This important question of betterment 1s rarely faced in 
America. It is usually taken for granted, that if a freeway or a bridge or any 
other man-made modification of existing accessibility is brought about, then 
private individuals have every right to make windfall profits out of it... 


The value of land falls into a least two distinct, and separate categories firstly. 
the value for its existing use, and secondly, its value for development . . . 


A strong case can be made for holding that the element of development value 
in land should not be regarded as private property, since 1l accrues out of the 
general development of the community. This in fact was, the logical basis of 
the proposals of the Uthwatt Committee . 


The Committee suggested that the logical solution to the problem would be 
public ownership of all land, but refrained from suggesting this on the ground 
that it would be too controversial. But even so solid a journal as the 
Economist (March 18, 1944) thought the Uthwatt proposals too timid in this 
respect.’ !? 


Bryant does not share the qualms of the Uthwatt committee: he strongly advocates 
public land banking and public ownership of some land as a way for the public to 
capture the increased values. 


This social equity argument has been one of the major theoretical underpinnings 
of European planning in general and the Swedish and British schemes in particular. 
Ann Louise Strong, in her book on planning in five foreign countries, emphasized that 
public land ownership has been a key element in almost all successful European 
planning and that one of the advantages of the leasehold system usually adopted there, 
is that “the public can secure the altered use — as well as increments in land values — 
through negotiation of new lease terms”’.' 


One of the purposes of the leasehold system which Stockholm operates has been 
to ensure that land value increments “benefit the city and not merely the private 
developer or owner”.''* How successful has the Stockholm land bank been in 
capturing these increases? There seem to have been two areas in which it has been very 
successful. First, the City owns vast tracts of land which have increased in value as 
urbanization has occurred. For example, in 1931 the City took title to Varby -- 2,550 


for by the public at large through ta 





111 Some of the profit is indirectly captured by capital gains taxes and property taxes. But there 
are a variety of tax breaks and time lags involved with taxing schemes: and, in the case of 
developing land for residential use, the tax costs are passed along to the home buyer, while 
land profits are largely kept by the developer or seller of the property 

112 A British committee, 1942, set up to investigate payment of compensation and recovery of 
betterment, possible ways of stabilizing land prices, and an equitable basis for acquisition or 
expropriation of land by a public authority. 

113° G.W. R. Bryant, op. cit., pp. 111, 112, 113. 

114 Strong, op. cit., p. xxxii. 

11S Passow, op. cit., p. 181. 
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acres of land located 12 kilometers southwest of the city centre - for about $120,000 
(an unadjusted price based on a rate of 5 kronor to a dollar) or about one cent a 
square meter. In the late sixties when it began to develop Varby, Stockholm paid 
$47.000 for just 9.6 acre tract. Land values have obviously increased — and therefore 
the assets of the City have also increased. Second, the City received revenue from its 
residential and industrial leases. This revenue increases as the value of the land 
increases since long-term leases are re-negotiated periodically. The 1966 housing rent 
yield was twenty-three million kronor ($4,600,000); and the 1967 industrial revenue 
was about $2,000.000.' '® 


Ebenezer Howard. the father of British new towns, was concerned with ensuring 
that the land profits resulting from urbanization be returned to the community. 
Communal ownership of the land for new towns was therefore one of the major 
principles of Howard's “garden city”. 


Perhaps no difference between town and country is more noticeable than the 
difference in the rent charged for the use of the soil. Thus while in some parts 
of London the rent is equal to £30,000 an acre, £4 an acre is extremely high 
rent for agricultural land. This enormous difference of rental value is. of 
course, almost entirely due to the presence in the one case and the absence in 
the other of a large population: and. as it cannot be attributed to the action 
of any particular individuals, it is frequently spoken of as ‘unearned 
increment , 1.e.. unearned by the landlord, though a more correct term would 
be “collectively earned increment”’. 


=e pea of a considerable population thus giving a greatly additional 
ue to t € soil, it is obvious that such increment of value may. with some 
resight and pre-arrangement. become the Property of the migrating people. 


en soca and bre-arrangement, never before exercised in an effective 
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y owned land seems to be the preferred 
des both a greater measure of control over 
which can increase as the land value 


Leasing, rather than selling, municipal! 
method of land disposition because it provi 


the use of the land and longer term revenue, “ & 
increases. Sale of municipal land which had been purchased before its development 


value increased as a result of urban demand is. however, another way in which geo 
part of the “unearned increment” can be returned to the public. But, obviously. i the 
value of the land continues to rise after the municipality has sold it, the public will not 
gain all the increment. Both Saskatoon and Regina have adopted policies of selling 
their land: while Edmonton, although selling most of its lots, has begun a small pilot 
project of leasing 25 lots in Mill Woods. In Saskatoon a “substantial” profit has been 
made from its land activities. The money from land sales has been used to build public 
facilities and to finance additional land purchases. The City feels that both individual 
lot purchasers and the community-at-large have benefited from the land program. 
Money from land sales in Regina has been ploughed back to finance additional land 
purchases in order to continue a program which the City feels has had great benefits. 
And revenue from leases and sales in Mill Woods is expected to be used to acquire Jand 
in other parts of the City, including perhaps park sites in older, disadvantaged areas. It 
is interesting to note that Canadian cities have emphasized the planning and land price 
arguments rather than the social equity argument. Nevertheless, it seems apparent that 
the social equity argument could well be applied here. 


The social equity argument deserves to be taken further than simply saying, as 
some of those quoted earlier have implied, that they who improve the land and create 
the demand should reap the profit. If the argument were left at this point, then it 
would follow that the developer who pays for all the services and promotes his 
subdivision or new town in such a way as to attract people to a new area (that is, to 
create a new urban demand) should capture all the profits. But the social equity 
argument is, or in our opinion, should be, predicated on the idea that land is a 
community resource — \ike water or air — and not a commodity ~ like toothbrushes 
or toasters. As acommunity resource, it should not be squandered or sold off to the 
highest bidder, but should be used with care. And benefits derived from land should be 
shared by the cummunity-atlarge. This view of land as a resource rather than a 
commodity appears to be gaining support: 

We have had quite a shift of opinion in recent years, and people are saying 

things they wouldn't have even breathed a few years ago . . . Thete are people 

who see the possibility of treating land as a natural resource and not as 

something to be exploited for the speculative earnings of a few __ . 


It may be that the time is coming when public opinion will accept the 
government getting involved in land assembly and land development ._. I 
Suggest this is the way we will probably have to go.'? 


The arguments against public land banking 


The most frequently voiced arguments favouring public land banking have been 
grouped under three major headings — planning. land price control and social equity. 
Obviously. there has been considerable opposition to large-scale public land assembh 
and land banking, particularly from large private land developers in areas of rapsd 
urban growth. What are the major arguments against i? 


Probably the most frequently voiced argumen agains! large sc. 
; t scale publx Lind 
assembly and land banking as a method of lowering land oosis ts that i aeons 





120 Paul Goyette. (former) managing duectos ano . ' 
Walter Stewart. op. cil. aia . : 
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— even —_— ee that the government need only make more serviced land 
available in order to lower land prices. \f supply is greater than demand, it is 
the price will be lower. id i RES 


The one, single course that offers any realistic hope of slowing rising land 
values and stopping speculation in our growing cilies is the provision by 
government of trunk services and transportation links in sufficiently large 
suburban areas to create an oversupply of developable land.'?! is 


While this “solution” might be helpful in some cases, it is not a complete answer, and 
it ignore three basic factors: that normal market mechanisms are not com ete! 
sate to the urban land market; that there may be negative planning results if ee 
supply of serviced land is increased: and that servicing itself increases the value of the 
nd consequently the pressures for more development. 


PW gyi of how the land market operates (and of what factors influence land 

part icularly pane chee peep — poy ays argue, quite cogently, that land 
. cannot and should not be left to th <a r stsa 

market. At the most basic lev € normal operation of the 

evel of decreasin by j 
that th , g price by increasing supply. they 
coc emanary laws of spp and demand amply donot operate bec the 
sa y unlike sausages or automobi i i rj 
(1.¢., fixed by nature) and cannot readily be aca niles, is relatively inelastic 


With 1: er ; cm 
hse ce ee land on the fringes of cities, this cannot be done [prices 
‘ions oh ting: increasing the supply in relation to demand] for the 
good and muificient enc ee ork ah ae by nature. This alone is 
ich cannc arding land as a ve ; 
Ww 
hich cannot be left to the free and uncontrolled Pi pe! ie nae 


The ordinary market is ; 
this field ? ry marke mechanisms simply do not produce the right answer in 


Our discussion 
scus of the Canadian devel 
economics may velopment framework 
supply of pot Hie ha a good planning. Even in those sell gee atc tm res 
acgative: plannine bet agg increased, adopting this course of action mi fog ber 
other problems might “ge ile perhaps alleviating one problem. the high bir 
should be limited. nore aig Perhaps, for example the size of th con oO land, 
an influx of new people ges - because the local economy saul wie vl centre city 
and therefore st ¢ Iringe land is excellent agric lturz wieesinier one 
nae ¢ should nut be serviced and deielsned gricultural or recreational land 
probably the strongest reas 
may not be an effect Best reason why increasing the ; 
: a weal ty 
Increases the value st the fond : i Roa prices ‘i that servicing itself ne 
immediately ncrea an amount greater th a om 
ses the pressure F Vian the cost of the services) i 
reinforce, rather th; ssures to develop the are; ¢ services) and 
1an reduce. the |; | area. Both of these effects m: 
we did earlier, who sl and cost spiral. Be oe i ects may well 
ould teap 1} . Beyond this, it is necessary to ask 
servicing and dev ‘Cap the extra profits result; a SOR, OS 
‘ lopment of land - the private oat ee oh pe Raia 
public at large? 


Alsec il - ae 
a noe Najor argument against large-scale 
Pte alte for government to adopt. This 
iscquently is almost iMpussib] Belton 
Major thrust of this bulletin ag { 


son land banking is that this is not 
a lin betta y 4 philosophical argument and 
isien Chae ully here. On the practical side, the 

not only is public land banking a proper 


rie 
brank Summethayes, (Preudent 


Buidelines needed fo: Urban Deve 
utban “ peat ‘ 
hange™, Building Deve Gpment (oh. hi oe taes 1973) Is 2. 
no. 6, Sz. 


aa Gow 
(WR Bryant, op cu. p.110 


scale. and if the public agency is a 


role. it is a necessary one if urbanization is to proceed in a more orderly. less harmful 
way than it has in the past. 

A third major argument against public land banking is that it would cost foo 
much. Undoubtedly it would entail a large initial outlay of funds. But. as has been 
demonstrated by a number of land banks (in Canada and abroad). land banking can 
not only be self-sustaining, it can make a profit. If it is undertaken on a large enough 
r llowed to engage in profit-making ventures as well as 
non-profit-making ones. the program can be an economic one. Finally. we must take 
into consideration the subsequent costs of doing nothing. 


A fourth argument against public land banking is that it would reduce local 
revenues because publicly owned land would be removed from the tax rolls. This does 
not necessarily happen. since publicly-owned lands are not usually allowed to he 
fallow, but are leased for a variety of uses. such as farming. Agreements for the lease 
holder to pay taxes are frequently written into the leases. Furthermore, the leases 
themselves provide a new form of revenue, and so does the sale of any land if the land 


is sold when it is needed for urban development. 


A fifth argument against land banking is that government ts inefficient. Since 
government has broader, less easily defined and measured goals than the profit-goal of 
private enterprise; and since government decisions are, or should be subject to greater 
public scrutiny and control than private business decisions. government may appear to 
be less efficient. This seems to be a possible, but not a necessary. condition. Given the 
proper administrative structure, properly-defined goals. and appropriate ways of 
measuring success, government should be able to operate “efficiently”. Furthermore, 
4s we have discussed earlier, the public sector has certain potential advantages over the 
private sector in land development: it can eliminate much of the risk involved by 
determining the direction of growth, it can expropriate land, thus preventing hold-outs 
from raising land-assembly costs; and it has lower holding costs.'? 


A sixth argument against public land-banking 1s that by taking the profit incentive 
out of land, it will deprive the land development industry of creative leadership and 
innovation. This is as much a philosophical as a practical argument since it 1s about 
what motivates people. Money is not the sole motivation for all human endeavour, and 
private industry does not have a monopoly on innovation. A scientist in the public 
employ, for example, can be rewarded as much by honour and prestige as by moncy. 
[here is no reason why innovation cannot be recognized and encouraged by 
government. 


Finally, a seventh argument against public land banking is that the desired goals 
can be attained by other means, such as development controls, legal controls, fiscal 


123 ‘The success of Saskatoon officials has demonstrated that the publm sector can operate 
effiaently. The British Land Commission (discussed in greater detail below), however. ts a 
good example of government inefficiency, which resulted largely from an improper analy ss of 
what role the Commission would have to play and insufficient attention being paid to the 
powers and special staff skills necessary for the Commission to be able to play that role 
successtully 
Ihe authors of Suburban Land Development, op cit. p xu, concluded that “publm land 
bunks are not a necessary prerequisite for orderly land development and should be carctully 
ckumined before being considered While the idea of having a munnipality provide the 
Se of lots required is appealing, Consideration must be given to the pring system to be 
a ll pg Pe ener to operate the program, and the means of financing the Lind 
Sains, agian = te : a pon nega the results obtainable under a munn pal band bank 
2 a eae eee un vl the Prewnt system mvaurpurating the coc anmsendations 
the entice urben zone 8 hee sie me ndutions mentioned above are apple able throughout 
see ss | creas land banking would must directly affect the urban fringe where 
‘ evelopment mainly occu " Phe Batoh Columbis study, howewes, did tot specitie ally 


investigate land banking S« : ; ¢ ; 
Hea ide lag nae g Some of the other details mentioned are diwtuewd in the following 
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policies and so on. This may be true. But a number of investigators who have looked 
a alternative mechanisms have concluded that public land assembly and land 
ee is a crucial tool for controlling urban development, ensuring th 
5 pebconap of plans, lowering or stabilizing land prices, lowering housing nd 
ene services costs, and sharing “unearned increments” resulting from urbanizatio 
the ot = — banking program must be supplemented by various othe 
. and that the precise mixture will depend o ¢ i 
- 2 : : nw . ale : 
is designed to achieve. P hat precise goals the policy 
Public |: _ ; , 
emuter eel | panos banking is hardly a cure-all for urban ills. It js 
ersatile tool that can be used to accomplish ; ; 
af One tw. ‘The. xocrae ccomplish a number of objecti 4 
, ss of any land banking scl IVES ‘a 
how policy-makers 7 g scheme depends, not surprising] 
-makers deal with a whole range ) PHsingly, On 
- os 7 of operational prob! ° , 
of this report identifies ; 8 P problems. The final sect 
ies a number of problems th i poe 
Be at must be faced, ; 
prerequisites of any successful land banking program. Gy SHG: some wo thi 


PUBLIC LAND BANKING ~ SOME POLICY QUESTIONS 


<? 


This section deals bri ; 

Ss briefly with some of th 
concerned wi ; OF the major questions faci icy. 
proposed ie tn a public land banking policy. This is ning — ‘A 
having adequate funding 2 ee o Prablems. Some obvious prerequisites (such ad 
many Cases critical eaiestions met ae — regional plan) are identified But i 
in Other cases. questi are asked, without any final solutio eee 

questions are raised and possible alternative <clutions wan aimee ane 
ined. : 


What are the goals of the policy? 


introduce competition ; W-i 
competition into the land market. or iieatlaad ae ee 

and profits more equi j 

quitably? ~ 


in 
Will the goaKs) be 
tO sa 
. ve public money by lowering the cost of public servi 
ices Or to 
land transactions, a profit which is 7 


nking be used to provide “residual” | 


. like natur 
i el al park 
profit-making and are usually bie prover hee the mousing, which are usually no 


orhien tand purchasi 
an development? Will M8 Programs or to purchase only land needed for © 


municipal z 
aed an ay and regional £0als? Will the land banking be f 
Profit-oriented or non-profj 
protit, 


tion. 


Ontarns and th 
at flexibility the several B0als of ; . ‘ 
sd f f d ub] © e . , . ™ 
gements and piers give Pudlic land banking policy in * 


Cssential in ; 
Nn to the ‘doth ‘a number of areas, such as & 
Mistrative structure(s) set up to » 
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How should a public land bankin 


up. Among the major questio! ar 
: It could be administere 


g policy be adm inistered? 
ible administrative structures that could be set 
ddressed are: what level of government should 


d by the federal, provincial, 
should the 


There are a great number of poss 
1s to be a 


the land banking? ( 
tion of these); and what powers 


operate . | 
regional, or municipal level or by a combina . 
administrative structure be given? The answer to these questions depend largely on the 
purpose of the land banking. 

d domestic alternatives which show how a land 


There are a number of foreign an 


there are two different types of structure that 


bank could be operated. In Britain 
kers here. First is the new town development 


might be of interest to policy-ma 
designed to attain national goals; and 


corporation. British new town policy is primarily | 
basic policy decisions about where new towns will be located, how large they will be 


and so on. are made by the national government. The specific implementation, 
1 development corporations. Normally one ts set 


however, is done by ad hoc new tow! 

up for each project, and appointed and financed by the Ministry of Housing and Local 
Government. Subject to approval by the Ministry, these corporations are given broad 
powers to acquire sites, by voluntary or compulsory purchase; to plan and to over-rule 
local planning controls; and to undertake all the necessary kinds of development.’ 
These corporations have apparently been quite successful. 

The second British structure is the British Land Commission,'?° created by the 
Labour Government in 1967 and dissolved by the Conservative Government in 1970. 
The Land Commission had two basic functions: to administer the betterment levy and 
to act as a state-owned land trading corporation, having the powers to buy (by 
voluntary or compulsory purchase), develop and dispose of land to either private or 
public sector developers. The Commission was not designed as a land nationalization 


vehicle or as a land banker. It was created as a means of facilitating development where 
planning permission for such development was in force. It was supposed to act 
decisively against private land owners who were hoarding land of strategic value and 
who were, therefore, inhibiting development. The Commission was not given power to 
override local planning decisions; and was expected to work closely in co-operation 


with local authorities. 
In short, as a land trading corporation, the Commission was to work 
hand-in-glove with local authorities and private sector develpers to secure 
comprehensive development of the right land, in the right location and at the 
right time. It was to correct, not abrogate, the operation of the land market. 
Like the land planning system, it assumed the continuation of the system of 


private ownership of land.' 


According to Professor Hefferon: ‘As a land trading corporation, the Commission 


We od » 1258 P : - = ° 
aS a spectacular failure’’. The reasons for this failure are instructive. First. the 


Commission could not act effectively against land hoarders in the few cases where 
moaning of land could be identified as being of strategic importance for development. 
om compulsory purchase procedure, even when supported by the local planning 

lority, Was cumbersome. costly and time-consuming. Without a stream-ined 


125 Osborn and Whittick, op. cif., and Clapp. op. cit. 
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This discussion 1s based on two sources: Dennis C. Hefferon. “The British Land Commission” 


in L.D. Feldman & Associates, A Surve 
3 " ry of Alternative Urban Policies (Ottaw: 7 
we re Cc . Hefferon, The British Land Commission nat the picasa F ee 
ms p its ed study prepared for Central Mortgage and Housing Corporation, 1972. — 
ennis C. Hefferon, The British Land Commission and the Betterment Levy op. cil 


128 bid. p. 5. 
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compulsory purchase procedure, the Commission would have to rely heavil F 
acquision by private purchase. But, as Professor Hefferon points out, “its organ; ie 
powers and staff did not allow it to move effectively and speedily in thi an ee aM 
The Commission, and the legislation establishing it. were based on the wrong remigiilll 
The major factor limiting the supply of land for development was not > rea 
hoarding by private developers, but restrictive planning by local aut! ree Scale 
Commission, theretore, rather than working with local authorities ee ; 
oa Meoaariy : authorities, often found itself — 
confronting them, with inadequate powers to do so successfully (tl Sell cole 
override local planning decisions). a REY COU ne 


Furthermore, the Commission could not act effectively as a I 
ye Seige The commission was too highly centralized to be able to a hoe. 
‘ces tt : staff was appointed according to civil service regulations wid ue 
et aS 7 rom other departments. Only a very small number had had any ex ate a 
pi wee and disposal techniques. This lack of aia: 
ig a hd as i. nage Ige about local conditions, prevented the Commission 
u matter of policy, Te aot me ae “ ra tae agency, the Commission, as 
private developers. This, too, put the Commission at ion ead 


ng agency have? If, as we recommend, it Is a 
he agency should certainly have the powers 
lop land. It should have the power to 
cedures, for multi-purpose 
kly and effectively in 


What powers should the land banki 
multi-purpose land-banking operation, t 
necessary to buy, sell, manage and deve 
expropriate land, with adequate safeguards and appeal proce 
urban development. It should have the ability to act quic 
acquiring land, so that it can compete with other land traders. 


Some argue that the agency should have the power to over-ride local zoning and 
building laws. (The New York State Urban Development Corporation and the British 
New Town Development Corporations have this power, the British Land Commission 
did not, and appear, to have been hampered by this restriction). This power could aid 
both the swiftness and the quality of the ultimate development, by allowing the 
agency to overcome obstructive and possibly out-dated local regulations. But. unless 
there are appropriate safeguards, such powers could also lead to rather ruthless 
operation and disregard of local opinions. 

Some also argue that municipalities should have the power to purchase land 


outside their present boundaries. This extraterritorial purchase power has been 
important for Stockholm and Saskatoon and makes sense if the municipality is buying 





land for future development, much of which will probably occur beyond present 


boundaries. On the other hand, if the purchasing agent is a provincial department or 
agency, rather than a municipal one, the power Is automatic. And if the purchasing 


agent is a regional government, the power may be unnecessary if the region already 
contains large amounts of undeveloped land. 


The other powers will depend on what the agency ts supposed to accomplish and 
on the answers to such questions as whether or not the agency will ultimately develop 
the land: whether or not the agency is supposed to develop policy and should have a 
planning capability; how the land is disposed of (whether it is sold or leased); whether 
the operations are to be subsidized, non-profit but self-sufficient, or profit-making, 


and so on. 


Despite the failure of itis SSI 
pite the failure of the British Land Commission. Professor Hefferon concludes 





that: 


the Co ssion’s failure « 

= fe se s failure should not be taken as proof of the alleged futilit 

sc decrinasvi ip Deteats agency to act as a land trading corporation, On ze 

tite Png the care which must be taken in identifying goals 

relation araena, oan ining powers and making the agency operational The 

te 7 earth Ak cpere ae i corporations created under the New Towns 

i ia -S the potential of State ; ; : 

significant resitte | 3° State operated land vehicles in achieving 
ere policy-makers should keep the le 

ind when they frame a Canadian policy. 


Most of the |; 
: e land b; wet : 
municipal level. There ane Operations investigated in this report are operated at tl 
! land bank by a manic aod tel of municipal variations. Stockholm a 
Ourd whicl aa i en ees chase corporati : des 
i ‘ ] Sets Policy Re * « on (STRADA) and aC t rene | — 
departme ray: TNCBING Operates its |: d city real estate 
i nt. the Building ; Pie ales its land bank thr ici 
! * ‘ ¢ O ¢ IN: 
selling actions muct be ; oe Properties Department, ice fed Suvios oe 
bank, the Mill Woods Pole r Oy City Council. Edmonton also o serates Hs land 
yect. Uirough a City department. the Platitiine Benamsaurd 


And Saskatoor ; : 
DESAY operates its |; ank 
gel Ueaclcnens per: ts land bank through a co aed 
pment Committee. E “ COlunittee of Council, the Planning 


administered; sach of these |; 

: at the local Se land banks, alth initi 

; ‘ UWI aan size ’, Oo ? . ’ ' 

government. level. has received some funding ns ce “ 
pper levels o 


ssons of the British Land commission in 





What land and how much Iand should be purchased and banked? 


Again, this depends on the policy goals. But any land banking program must be 
securely linked to and guided by clear planning goals as set down in a regional plan (or 
local plan, if the bank is a local one). Ontario ts developing such plans, which should 
facilitate the development and implementation of a land banking program. Any land 
bank also obviously depends on there being adequate vacant land in’ the right 
locations. And finally, the amount of land needed will depend on the purpose of the 
bank. If the purpose, for example, is simply to acquire land for future recreational 
purposes, then only prime recreational land should be purchased. if the purpose ts to 
introduce competition into the land market, perhaps 20% to 30% of the land should 
be publicly-owned; and if the purpose is to develop and maintain public control over 


ich . 
L 1 
Cc ral owe 


Ontano, | 
Ho, however, there js : 
j y IS u ‘On le . 
‘ Otidd. 1 Is Stiniinass atler a system with m:; ieee, Rene: Nee 
the next begins. Ko) = geht difficult to decide where ae & bee nib! le 
ie S Treason . - C urban centre s 7 
. the public land banking policy Doct aati 


Provinenal in ) 
‘ Onentation, al | 
rep) i » though certs; ingles 
Sonal povernment. Perhaps fie honid t functions could probably be piven to 
c 


responsible fo ; 
; 1 b : ey a { -f{1o . . ‘ 
toad policy-making and allocate ge, SY tems With a central group 


lsponstble fo ee ; 
; t local adantad atin , ses 
cal adaptation and admittisteatie funds to regional groups which are 


aitly discrete urban area. In 
How should the public land bank be financed? 

— Although details of a financial plan are not specified here, there are a few broad 
principles that can be stated. There should be adequate funding for the purpose stated. 


Phis seems loo obvious ‘to be mentioned, but too offen grandiose schemes are 
announced while ouly paltry funding is uppropriated, 


| Sustained and relatively predictable funding is essential. Land banking is a 
1. . 7s , ‘ ‘ 7 ‘ 

One operation and must therefore hive long-term funding. Te cannot operate 

successfully Hf the amount of funding tises or falls unpredictably trom year-lo-vear, 
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The operation should be large enough so that eee iions: can be bal Z 
against each other. This is necessary so that each individual transaction does 10 
to break even or make a profit. A profit from some transactions can off-set (or 
losses on others. Stockholm, for example, aggregates the land costs so that | 
particular sites do not have to return the acquisition costs to the City. *" Se 
levels of government will probably be involved in funding land banking. This has 
the case in each of the Canadian land banks discussed in this report. The Mill We 
Project would have been impossible without provincial support (federal support 3 
also obtained some time after the project was initiated by the city and the proving 
It is useful to note that Edmonton is purchasing the land from the Alberta Hougsj 
Corporation over the next 15 years so that ultimately the City will own the land a 
the province will recover its investment. Edmonton is planning to set up a fund f 
land acquisition in other parts of the city. Saskatoon has some land which it f 
purchased on its own and some which it has acquired jointly with the province ag 
federal government. The City criticized the Central Mortgage and Housing Corporati¢ 
for being too rigid in applying nation-wide rules: for example, they recommended th: 
the pricing policies should be more flexible.! 32 (The City should be allowed to sel 
above cost as well as at cost. as specified in the legislation.) Regina finances its lan 
bank both by a special fund established for land acquisition (to which all funds fro# 
sale and lease of City-owned property are channelled) and by joint projects. 


| Certainly, if a provincial land banking program is established in Ontario, flex ibilif 
in financing will be essential in order to recognize regional differences. 


Should the land be sold or leased? 


How the land will] ultimately be disposed is a critical question. Leasing land 
obviously a more effective way of controlling the use, adapting to changing needs an 
ensuring that over lime, the public will benefit from increased land values. The Ontar 
. : "33 has been effecti 
in making home purchase possible for moderate income families. Sale, however 
been the normal method of land disposal in Canadian land banks. 


How much will the land sell (or lease) for? 


wetting a pricing policy is another crucial matter. Again, whether the land is sole 
oo een Ost, al cost, above cost but below market value, or at market value, 
: pend on the aims of the program. If the aim is to provide low cost housing, the — 
land will probably be sold at cost, or even below cost: 

competition into the land market, the land might be sold above cost but below present 7 


market values; and if the primary aim j 
: gt: M IS lO generate reven : : 
market value. Flexibility wil] again be ; : ue, the Jand might be sold at 


' | 4 prerequisite, since the |: anki} icy will - 
probably have several different sine fe q the land banking policy will 
cllect various pricing schemes will have, ; 
Policies. 


How can speculation after the initia/ transaction be avoided? 


i It has been suggested that even if Public lan 
*8€ lirst purchaser, at some lime in the future 


Ut the ¢ ‘iy of Saskatoon, General Submissioy 
42 Strong, op. cit. p. 40 
eS In the land le 


d banking lowers the cost of land to_ 
somcone will make a wind-fall profit by 


1 OP. cil, p. 4. 


lang ge cane Program people Purchase the home 
hi ae On rent ty based on the book value of th 
2 Years, to buy the land at the market value 


lerm I h Is Progr 
' ain lowers the dow : 
Purchasing housing M payment, 


Sand lease the land. The lease lasts for 50 
¢ land. The leasce has the option, at the 
CMablished at the beginning of the lease 
the monthly payments and the final cost of 
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ices iS i at the land will be sold, that the land bank 
‘no at market prices. This assumes that , | : 
et lower and costs in general and that the market value 1s higher than the sale 


price. These assumptions may not be valid. 


i future speculation, however, ts not to sell the 

surest way to avoid this type of , Ht th 
asta to lease it. But if land is sold, rather than leased, this liane aay oe bins 
cable and ways of preventing future speculation of this type must be investigated. 


How can the secrecy needed for real estate transactions be porn with the 
saith tic desire for openness and public scrutiny of government actions 


Undoubtedly a considerable measure of secrecy is necessary 1 eeepc 
dentin 15 5s Oe ooh: ain eocrnie Mis Word eae Wee 
ac i d efficiently. The Edmonton Mi oO | ! 
ta be sole to eck quickiy an eae tirely avoided. This conflict 
there speculation was not entirely ; 
shrouded in secrecy, and even ” iny is < real one and a very 
and public scrutiny is a very 
between the need for both secrecy a og is Chskniy mated aed adlecia 
: f the land banking policy is clearly 1 
hard one to resolve. Perhaps i Dal : decuiila tata 
avail: ‘ trators can be given consi 
appeal procedures are available, the administ ‘asa late 
a Croieentiag the policy, operating in relative secrecy in previously defined areas. 


CONCLUSION AND RECOMMENDATIONS 


As this report has shown, urbanization in areas like southern Ontario “3 me 
accompanied by many problems — skyrocketing land prices, ee rae cen pee ny 
iSi ing : ts, premature conversion of prime a 
rising housing and public service costs, Stance tines 
tured urban development, and s ; 
recreational land into urban uses, unstruc ep sg 
ati city of urban land and from th 
of these problems stem from the relative scar ) ee ole 
i ment process. 
ally < te and public sectors in the land develop 
generally adopted by the priva ; in a “pete ome 
| as to initiate and carry Out u 
Basically, the role of the private sector has been 
Saenirecedh and to make a profit on that oe ye rie sede _ ere ene 
‘ ise, to be the develope é sort, 
has usually been to stimulate private enterprise, : last resc d 
to eave only negative controls over private development. The short-comings of this 
approach have been documented in this issue of Civic Affairs. 


How can some of the major problems associated with pee pone Rs 
urbanization be solved? This Bulletin has shown that large-scale public Jan creep 
and land banking schemes, by involving the public sector al an earlier stage - mie 
urban land development process, and in a more positive and more ac tive —— = 
alleviate at least some of the problems. It is not a cure-all; but it is a ool oe 
Several foreign and domestic land banking schemes have demonstrated the ae ~ 
that can be obtained. Among these benefits are: ensuring plan ch guile 
encouraging comprehensive and flexible planning, including cetnig ae eee 
economic goals in plans; limiting the land cost spiral; lowering rousing . Pp 
service costs; and distributing urban land development benefits more equitably. 

The Province of Ontario, particularly southern Ontario, has been expen - 
pressures and problems of rapid, extensive urbanization. Over the years u € ro . 
has been involved in a number of land assembly and land banking schemes, ** 
generally these have been used for separate and distinct purposes for aware: 5 
general government needs, for parks, for low-income housing. More eee - un Be 
by the issuance of regional plans such as the Toronto-Centred Plan and y A we 
assembly project in North Pickering, the Province has apparently recognized the “i 
for a more active, positive government role in urban land development. Uterine ‘ y, 
the public land assembly and land banking activity is still largely fragmente ; imite ' 
in scope, and single-purpose. In order to ensure that the regional plans are 
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implemented. that proper public control is exercised over urban development. and that 
the general public benefits from the development of land — which should be regardeg 
as a community resource rather than a commodity — the Bureau recommends that gee 
Province of Ontario formulate and adopt a policy for comprehensive, multi-purpoge 
urban land banking. 


Most other details of the Jand banking policy. such as the powers to be given to 
the agency administering it and the financing and pricing schemes adopted, wif 
depend on precisely what the land bank is supposed to accomplish. The Bureay 
recommends, therefore. that the goals of the policy be clearly stated and the other 
aspects of the policy be directly related to these guals. There are many possible goals, 
most of which have been outlined by this study. Although the Bureau will not” 
recommend a!! the specific goals that should be adopted. we do recommend that fhe ~ 
broad goals of a public land banking policy be to control urban development; to limir— 
land, housing and public service costs; and to distribute benefits from land 
development more equitably. | 


Although the policy should be formulated and co-ordinated by the Province, it: 
should recognize pussible regional differences in aims and administrative details. The’ 
Bureau therefore recommends thal @ two-tier system be adopted, with a central, 
provincial agency being responsible for broad policy formulation and allocation of 
funds, gazed -egional or municipal agencies being responsible for adapting and 
impiemenjig- ihe policy in their respective areas. To make regional adaptation 
possible, Hiss Bureau also recommends that there be flexibility in the aims, powers, 
jinancine schemes, and pricing schemes adopted. a 

While financing schemes are not specified in detail, several broad pinciples should | 
be adopted. The Bureau recommends, therefore, that the funding be adequate for the 
purposes stated, that funding be sustained and relatively predictable; and that the 
vperations be large enough so that transactions can be aggregated and balanced off 
against cach other. ‘ 


Finally, although sale of land has been the normal method of land disposal in” 
Canadian land banks, leasing provides greater public control, greater flexibility for 
udupting to future changes and longer term revenue. The Bureau recommends that 
leasing schemes be formulated and adopted for much of the land assembled for urban — 
development 


